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THE OUTLOOK 


Mexico—Business Conservatism—Position of the Railroads— 
Commodity Prices Declining—Foreign Liquidation— 
The Market Prospect 











HE release of American prisoners by Carranza does not, of course, mean 
that the danger of serious trouble with Mexico has been averted, although 
the action of the market on receipt of the news might lead the observer 

to suppose that this result had been obtained. 

The primary trouble in Mexico is economic. The people turn bandits be- 
cause in many cases they have the choice between that and starvation. The pro- 
longed period of anarchy and the struggles of factions have reduced the country 
to a most deplorable condition. 

On the one hand, the strong arm of Uncle Sam could restore order and a 
considerable measure of prosperity in Mexico, but only at heavy cost in men 
and money. On the other, non-intervention means continued trouble and ex- 
pense in protecting our citizens and their property in Mexico and along the 
border. In either event the Mexican situation will continue to exercise an un- 
favorable influence. 


Business Conservatism 


HE conservatism of American financiers, bankers and business men under 

the extraordinary burst of prosperity resulting from the European war, is 

perhaps not as fully appreciated by our own people as by observers in London, 
where our attitude of sanity and self-control evokes considerable admiration. 

Business has been piled upon our,factories and gold is even now being 
poured into our vaults in an unprecedented stream. Our excess of merchandise 
exports over imports reached a new high mark in the figures just given out for 
the month of May, $243,000,000. This is at the rate of nearly $3,000,000,000 per 
year, which would have been positively unthinkable two years ago. 

As a result of these big sales of our merchandise, we have imported since 
June 11 over $140,000,000 net in gold, and this comes on top of $420,000,000 in 
1915. At the same time we have absorbed American securities formerly held 
abroad to an extent that cuts down our foreign interest payments by $50,000,000 
at the lowest estimate, and it would not be surprising if $75,000,000 were really 
nearer the mark. We have also loaned over $1,000,000,000 abroad, which means 
a return flow of interest amounting to approximately $50,000,000 more. 
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Our commodity prices have advanced in a previously unheard of manner. 
The average price of our steel products jumped 100 per cent in the 11 months 
from June, 1915, to May, 1916—from $31.20 to $61.07, additional premiums 
above the latter price having been paid for prompt delivery in many cases. Cop- 
per almost trebled in price from the low level of 1914, touching 30 cents for 
electrolytic in May. Many other products have advanced still more in propor- 


tion. 
Cool-Headed Business Leadership 


N the past our business leaders have been often credited with daring, origi- 

nality, vigor, resourcefulness, but rarely with conservatism. But the war has 

shown that they have that quality when it is needed. Their heads have not 
been turned by the spectacle of dazzling profits. 

Our bankers have continually counseled the limiting of loans. Investment 
houses have discouraged hasty promotions. Our great corporations have limited 
their new construction. Private investors have been conservative in the plac- 
ing of their funds. Even speculation, aside from the unreasonable boom in the 
“war stocks” last fall, has not been carried to excess. 

The result is that the element of inflation in our present prosperity is very 
small—smaller than it usually is in a time of great business activity. 


A Temporary Condition 


HE primary reason for conservatism has been, and still is, the knowledge 
that a considerable part of our activity is based on conditions which must 
of necessity prove temporary, and no one could say how temporary. 

If at the beginning of 1915 our business men had known that they could 
look forward to two years of war and of continued expenditures here by the 
belligerent nations, expansion would certainly have been more rapid than it was. 
But the duration of the war was always a guess, as it still is. Few cared to gam- 
ble their money upon such an uncertainty. 

Undoubtedly, it has been this self-evidently temporary character of the war 
business that has saved the situation in America from running away with itself. 
The important fact is that is has not run away with itself, and that will tend to 
prevent any extreme depression when the inevitable reaction comes after the 


war. 


Disadvantage of Fixed Incomes 


[N this rapid rise of our prices, every person and every corporation having a 
fixed income has suffered, because expenses have constantly risen. 

To a great extent this has applied to our railroads, for, although the quan- 
tity of theif business is not fixed, the rates at which it must be hauled are prac- 
tically unchangeable so far as advances are concerned. For example, Receiver 
Nixon of the Frisco calls attention of the officers, and employees of his road to 
the fact that miscellaneous material used by his road which cost $3,314,753 in 
1915 would have cost $5,091,460 at the prices of March 13,1916, and $5,426,251 
at the prices of June 1. This represents an average increase of 64 per cent. 

That the railroads have been able to show good increases in net earnings 
under such conditions has been due to the remarkable gain in gross. A good 
deal of this is due, directly or indirectly, to business growing out of the war. 
Hence, investors are inclined to look upon it in something the same light as the 
big war profits of the industrial companies, and the heavy earnings are not fully 


reflected in prices of stocks. 
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Commodity Prices Yielding 


HERE is now a well-defined tendency in the prices of most important com- 
modities to react from their recent excessive advance. Copper has fallen 
about three cents, although the leading producers are still maintaining their 
asking prices close to the 30-cent level, as they are sold so far ahead that they 
do not need to make immediate sales at this time. 

The average of the principal steel products is now about $59.70, which rep- 
resents only a slight recession from the top, but premiums for early delivery 
have disappeared, so that the decline is really considerably more than is shown 
by the customary index figures. Iron is down about 50 cents a ton from the 
highest. 

There is a possibility of higher iron in the fall because of shortage of ore. 
The railroads have not cars enough to bring the necessary ore from the Lake 
Superior region, if consumption continues on the present basis throughout the 
rest of 1916. A very sharp advance in iron has often marked the approaching 
end of a big “prosperity swing,” and in any event it would of course be a bear 
argument on the steel stocks because it would increase the cost of producing 
steel. 

Building materials are still practically at the top. The advance in these 
materials has not been proportionally so great as in lines contributing more 
directly to the war business. Building construction has increased, but not to 
an extent equal to the growth in other lines. The average advance in fifteen 
leading building materials since June 15, 1915, has been about 13 per cent. 
Since the cost of labor has also risen, the actual cost of building is about one- 
sixth higher than it was a year ago. 

It is probable that the general course of commodity prices will be reaction- 
ary during the summer months. 


A Halt in Foreign Liquidation 


WHILE securities continue to arrive here from London, they are not being 
thrown on the market at present in any large volume. Those individual 
foreign holders who wished to realize here have mostly done so already and 
the securties which the British Government is accumulating have not been 
pressed for sale. This may be because of the reactionary tendency of prices on 
our Stock Exchange, or it may be that the British authorities are planning to 
use the securities as basis for a collateral loan. 
It is certain, however, that in one way or another our market will have to 
carry a good many more of these stocks before the war ends. That fact tends 
to check advances in our price level. 


The Market Prospect 


OME stocks have shown good resistance to the recent decline of prices on the 

danger of war with Mexico. Among these are steel common and some of 

the best rails. Important pool operations are reported in Steel, but such reports 
must always be accepted with mental reservations. 

A good rally in these stocks would not be surprising regardless of whether 
or not a clash with Mexico can be avoided. In general, however, the investment 
situation is not favorable to a sustained advance. We have probably passed 
the crest of our war boom—in fact, the war itself may have passed its crest. 
Our big exports represent business done some time ago, and indirectly the same 
is true of our gold imports. 

The stock market always anticipates. When it has finished anticipating 
increased business it soon begins to anticipate reaction. 














Mexico and the Markets 
And How Past Wars Have Affected Stocks 





By WILLIAM T. CONNORS 





S this is written the chance that 
we shall muddle into a war with 
Mexico seems rather better—or 

perhaps we should say worse—than 
even and the prices have already suf- 
fered some decline, partly for that rea- 
son. It is worth while, therefore, to 
consider what the effect of our own 
past wars has been on the stock mar- 
ket and on business conditions. 


Stocks and Past Wars 


It is not an easy matter to determine 
just what effect past wars have had 
on the stock market, because of the 
very complicated conditions which al- 
ways give rise to price fluctuations. 
Our Civil War was a matter of such 
supreme importance to this country 
and was accompanied by such a tre- 
mendous inflation of the currency that 
it dominated the markets while it 
lasted and left them pretty flat after 
its effects wore off. The Spanish- 
American War, on the other hand, 
caused nothing more than a temporary 
interruption in a big prosperity swing. 

We are in the midst of a prosperity 
swing now—or perhaps a little past the 
midst—but it is based on very different 
conditions from those of 1898. At that 
time a normal trade revival was in 
progress. Now we have the trade re- 
vival, but it is in many respects abnor- 
mal. 

It is impossible, therefore, to con- 
sider the effects of war on the markets 
without also taking into view the gen- 
eral financial and industrial conditions 
of the times. 

The graphic which accompanies this 
article has been prepared with some 
care. Market fluctuations from 1850 
to 1890 were not studied as closely and 
systematically as those of the present 
day, and owing to the great changes 
in the various corporations whose 
stocks have been traded in, it is not 
possible to make up a graphic from 
the same list of stocks throughout which 


would give a correct idea of fluctuations. 
If less than ten stocks are used, the 
movements of the average are too much 
affected by special conditions affecting 
individual corporations. 

In this graphic ten railroad stocks 
are used from 1861 to 1892—C. C. C. 
& St. L.; Delaware & Hudson; Del., 
Lackawanna & Western; Erie; Illin- 
ois Central; Lake Shore; Michigan 
Central; New York Central; Reading, 
and St. Paul. From 1892 onward a 20- 
rail average is used, the scale being 
changed to correspond as nearly as 
possible with the previous scale. 
Previous to 1861 it is not practicable 
to use even as many as ten rails, but 
the approximate movement of the mar- 
ket is represented by a. dotted line 
back to the high point early in 1857. 
Industrial Conditions Usually Control 

In studying this graphic it is nec- 
essary to keep in mind the broad 
swings of the “Major Cycle,” so- 
called, from one major panic to the 
next. We had a severe panic in 1857, 
followed by comparative dullness un- 
til the Civil War began in 1861. In 
1873 came another important panic, 
practically world-wide, followed by 
extreme dullness until 1877. There 
was a minor depression in 1885 and an- 
other major panic in 1893, followed by 
dullness until 1897. Hence in 1898 we 
were near the beginning of the biggest 
prosperity swing in our:history and 
therefore in good shape to withstand 
the disturbing effects of the war with 
Spain. 

The trade history of recent years is 
readily recalled—a minor depression 
in 1903, a financial panic in 1907 and 
the war panic in 1914. 

In between these various industrial 
disturbances we have enjoyed periods 
of prosperity, sometimes reaching a 
new high mark, as in 1905-6, and some- 
times less notable, as in 1909 to 1912. 

It is seen at once that the lowest 
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prices in the stock market, when war 
is the controlling impulse, come early 
in the war in every instance. Thus 
the lowest prices in the Civil War 
came in 1861—in fact almost the same 
low level had been touched in 1860. 
In 1898 the blowing up of the Maine 
found stocks at the highest level since 
1881 and apparently bound for still 
higher prices. After a few days of 
hesitation a downward movement began 
which lasted a little over two months 


portance to Western Europe, seemed 
to have little permanent influence 
here. 

It is interesting, however, to note 
the effect of the Franco-Prussian War 
on stocks in England, which then oc- 
cupied a position of neutrality similar 
to ours in the present European War. 
War was declared in July, 1870, and 
the result was a foregone conclusion 
by the beginning of 1871, although the 
Treaty of Frankfort was not signed 


STOCK MARKET SINCE 1857 


: 


and extended to about 10 points in the 
average of 20 rails. This was during 
the period of our preparation for war. 
Once the war was really begun prices 
rallied and the previous upward trend 
was resumed with redoubled energy. 

Minor wars in Europe, such as the 
Crimean, had practically no effect on 
the trend of our prices. Even the 
Franco-Prussian War, of much im- 


until May. Turning to the files of the 
London Economist of that date, we read 
that— 

“The declaration of war caused a 
severe financial panic. Num- 
erous failures occurred and there was 
a marked depreciation in the value of 
Stock Exchange securities. Home Rails 
were hard hit, suffering even more 
than foreign stocks, the falls being in 
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proportion to the amount of specula- 
tion outstanding. Thus, North-East- 
ern Railway stock fell nearly 20 per 
cent. in a few days. : 

“A rally set in before the end of 
August. Prices began quickly to re- 
cover lost ground despite the fact that 
war was still raging. Inves- 
tors displayed a quiet disposition to 
await the determination of the political 
eruption.” 

At the end of 1870 prices were back 
to the before-the-war level. A further 
advance was scored during the first 
half of 1871 and in the latter half, after 
the peace treaty had been signed, there 
was a lively bull movement on the 
stock exchange. 

The effect of the present European 
War is too recent history to require 
comment. The investment situation 


was somewhat confused by the clos- 
ing of all the stock exchanges, but our 
bull movement began as soon as the 
exchange re-opened in December, 1914. 


Probable Effect of War with Mexico 


It is a curious fact that all four of 
the wars above considered began either 
at a time when the markets were al- 
ready pretty thoroughly liquidated by 
preceding years of depression, or early 
in an upward swing based on other 
conditions than war. We have no good 
historical example of what might have 
occurred if a great war had begun 
toward the close of a period of trade 
expansion, as in 1892 or 1906. 

It is important to bear this in mind 
in connection with a possible war with 
Mexico. The immediate bearish effect 
of such a war would undoubtedly be 
over about the time that hostilities had 
actually commenced, for there could be 
no question as to the final outcome of 
the war and the bearish influence must 
necessarily be chiefly sentimental. In 
this as with other bearish news, the 
stock market usually anticipates the 
worst and gets it over with about the 
time the real trouble arrives. 

A bond issue would probably be nec- 
essary to defray war expenses and the 
expenditure of this borrowed money 
would help certain industries, but 


those would be for the most part in- 
dustries which have already been un- 
duly expanded by the war in Europe. 
War stocks have been so unmercifully 
bulled on the prospects of war profits 
resulting from sales abroad that it 
would be a-difficult matter to bull them 
a second time on the strength of sales 
to our own government for the use of 
our little army in Mexico. 

The transportation of troops and sup- 
plies would help railroad earnings 
somewhat, but the volume of such busi- 
ness that might naturally be expected 
to move would be small compared with 
the normal peace business of the roads. 

Judging from the past, then, we con- 
clude that the effect of war with Mex- 
ico would be bearish up to the begin- 
ning of hostilities and mildly bullish 
thereafter so long as the war might 
continue; but that neither of these in- 
fluences would be of sufficient impor- 
tance to change the established trend 
of the market based on general indus- 
trial and financial conditions. 

Extent of Fluctuations 

While we have this extended graphic 
before us it is worth noticing that the 
broader markets and much more gen- 
eral speculation since 1898 have not 
resulted in any wider fluctuations in 
prices. 

It is often hastily assumed that the 
big speculation on the exchange now 
as compared with the 70’s, 80’s or 90's 
causes wild fluctuations and tends to 
carry prices away from the natural 
plane of investment values. In fact, it 
is one of the favorite occupations of 
politicians looking around for some safe 
method of getting into the limelight to 
attack the Stock Exchange as a “gamb- 
ling hell,” quote figures showing the 
big overturn of shares on the most active 
days, and demand alleged reforms which 
would end speculation. 

Yet is is perfectly clear from a 
glance at the record of the market for 
60 years that since the days of a big 
public interest in stock speculation and 
investment the swings of prices have 
been considerably narrower than was 
the case in former years when 100,000 
shares was a big day on the Exchange. 
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What Thinking Men Are Saying 


About Financial, Investment and Business Conditions 





“Prepare for 
Peace”—E. H. Gary 

FLBERT H. GARY, chairman and 
chief executive of the United 
States Steel Corporation, in the July 
number of System, declares that the 
Government and business interests of 
this country should begin a careful 
plan of co-operation to prepare for the 
reaction of peace that will follow the 
European war within a relatively lim- 
ited period. In his opinion the United 
States must be ready to adapt her- 
self to changed conditions that will 
result from the present great expan- 
sion. Business men should realize the 
danger of overproduction, overexten- 
sion of credit and liability, overcon- 
fidence and should proceed with cau- 
tious aggressiveness, says Mr. Gary. 
“I am loath to believe that the European 
war will be long protracted. I think that 
the warring nations are starving for men 
and money and for other essentials. We 
must be prepared for radical changes in 
volume, in prices and in resources. There 
is danger of over-production, over-exten- 
sion of credit and liability, over-confidence. 











THE NEW MEANING 
From Omaha World-Herald 


Business men should realize there is possible 
danger ahead and should proceed with cau- 
tious aggressiveness. With its great and 
increasing wealth, its natural resources, its 
productive capacity, its location, and with 
a well defined and settled policy, it is im- 
possible to measure the future growth and 
strength of the United States. We have the 
opportunity to become the leading nation 
of the world, financially, commercially and 
industrially. I have seen statements that we 
already occupy this position. I do not quite 
agree with this claim. I do not think we 
are thus permanently established, but it 
seems certain that we may accomplish this 
result if we properly conserve our resources. 
If we live up to the responsibilities that cir- 
cumstance has thrust upon us, we shall ob- 
tain a national reputation and influence 
greater than ever before possessed by any 
nation.” 


“Press Should Inform 
the Public”—Ivy Lee 


the convention of the National 
Editorial Association, Ivy Lee, 
executive Secretary of John D. Rocke- 
feller, pointed out the importance to 
large business interests of getting be- 
fore the public the true industrial facts 
and conditions. Mr. Lee is quoted to 
the following effect: 


At 


There are three great, active, dynamic 
agencies which today are making public 
sentiment in the United States. The first 
agency is the moving pictures, which are 
reaching ten million people. Then come 
the lecture platforms, the Chautauquas. You 
have no idea of their tremendous influence 
in forming public sentiment. Notice how 
few of the Chautauqua speakers are indus- 
trially prominent. This was explained by 
one of the lecture-platform executives by 
saying that they gave the people what they 
wanted—something interesting and sensa- 
tional. This agency, therefore, makes senti- 
ment along radical lines, with no hearing 
whatever given to the constructive side of 
the situation. 

The third agency for public opinion is the 
press. Did you ever realize how great busi- 
ness is dealt with by the press? It is sub- 
ject to three forces: The reporter, young, 
often without sense of responsibility for the 
effect his report of news would have in 
creating sound opinion. The Associated 
Press next must be considered. This seems 
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to be almost a sanctity of news source, ex- 
cluding in many instances local treatment 
of local news. Third, the effect on public 
opinion of the twists of the newspaper copy- 
reader, and his powerful headlines. All 
these activities are treating news from its 
interesting and sensational aspect. This 
means that the great constructive business 
enterprises of the country are not getting 
a hearing: 

Mr. Lee urged, in conclusion, that editors 
lend their efforts towards educating the 
large businesses to use paid advertising 
mediums for plain statements which they 
desired to put before the public. 


“Another Great 
Illusion”—T. W. Lamont 
WE have with us today a set of the- 


orists who declare that America 
will soon become the financial center 





TWO SOUL S WITH BUT A SINGEE THOUGHT 
From Philadelphia Ledger 





of the world. They may be correct, 
but the phenomena upon which they 
base their theory have been in exist- 
ence almost too short a time to war- 
rant permanent deductions. The the- 
ory is one highly flattering to our- 
selves, but it is not unlikely to prove 
another great illusion, remarks T. W. 
Lamont of J. P. Morgan & Co., in the 
July Harper's. 

Our Trade 

With Mexico 


OUR trade with Mexico is a rather 
one-sided traffic, in that our ex- 
ports thereto for the ten months of 


the present fiscal year are only about 
one-half of our imports, says Brad- 
street's. Both exports and imports 
show gains over one and two years 
ago, as the following table shows: 
-—Ten months ending April 30,— 
1916 1915 1914 


- $40,063,324 $27,249,659 $35,052,370 


Exports . 
. 79,023,437 61,038,769 77,481,205 


Imports . 


Excess o 
eet $38,960,113 $33,789,110 $42,328,835 


Exports this year show a gain of 49 per 
cent. over a year ago, while imports gain 
only 29 per cent. Owing to this fact ex- 
ports show a larger proportion of the total 
trade than in either of the two preceding 
years, but the imports are practically double 
the exports this year, and in the two pre- 
ceding years the balance in favor of imports 
was even greater. The, Wall Street Journal 
points out that in 1911 and 1912 the United 
States furnished nearly half of all Mexico’s 
imports and took three-fourths of all its ex- 
ports. The trouble began in Mexico in Feb- 
ruary, 1912, and present trade proportions 
are unknown. Following are the returns of 
trade of Mexico with leading countries in 
1911 and 1912 calendar years: 

IMPORTS INTO MEXICO 

1912 
$47,427,874 

1,336,028 

8,728,735 

12,164,653 
11,728,950 
3,465,726 


y Peprrerrera Be 
EXPORTS FROM MEXICO 
1912 1911 


$124,135,279 $109,604,938 
478,086 3,542,994 
3,797,726 4,279,223 
7,014,693 4,505,311 
18,310,804 19,559,024 
1,260,456 1,057,140 


$160,551,125 $145,992,568 

$7,000,000 for 

Army Supplies 
HE largest group of contracts ever 
awarded for army supplies at one 
time was recently awarded at the 
Schuylkill arsenal. It calls for equip- 
ment and miscellaneous supplies for 
the Quartermaster’s department and 
will involve an estimated expenditure 
of about $7,000,000. More than 100 

firms will share in the award. 


Big as it is, the group of contracts is only 
one of many which the Government is pre- 





1911 
$53,097,939 
1,881,585 
8,197,768 
12,000,329 
11,080,074 
2,533,963 


$95,159,307 


United States 
BOOR adnc vcvens 
France 


Great Britain. . 





Great Britain...... 
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paring to place through the Schuylkill ar- 
senal for army needs in the present Mexi- 
can crisis. On July 2 bids were opened at 
the arsenal for supplying various articles 
of clothing and uniforms. Included in this 
order will be 200,000 pairs of breeches for in- 
fantrymen, 50,000 pairs of cavalry breeches 
100,000 pairs of woolen breeches for infantry, 
50,000 pairs of woolen breeches for cavalry, 
100,000 olive drab coats, 50,000 woolen coats 
and 50,000 overcoats. 


Huge War-Steel 
Demand 


“THE extent of the absorption of steel 

for shells by the war, if the total 
could be expressed in tons, would stag- 
ger the average mind. While Great 
Britain and France on the one side and 
Germany and her allies on the other are 
converting many hundreds of thousands 
of tons of their own steel into various 
kinds of shells, the United States is con- 
tributing enormously to the total,” says 
the Iron Age. 

“The exports of steel bars from this coun- 
try have probably gone mostly to France, 
while those from Great Britain to France have 
exceeded all previous records. The extent of 
this movement, which began in January, 1915, 
for this country is shown by the following 
table, based on official data, in gross tons: 

From Gt. Britain 
the to 
France 
August to December, 1914.. 
Year 1915 


426,002 
January and February, 1916 112,295 96,755 


538,297 457,582 


“These shipments from the United States 
are at more than four times the rate before 
the war and those from Great Britain to 
France more than seven times. The exports 
of bars from the two countries,, largely for 
war purposes, thus amount to nearly 1,000,000 
tons. 





Sowing the 
Wind 


T a time of almost phenomenal pros- 
perity; at a time when wages are 
higher than they have ever been in the 
history of the country, a wave of unrest 
seems to have possessed labor and an 
unreasoning cry for more wages is 
sweeping over the country, observes the 
Michigan Investor. The iron and steel 
workers in the Pittsburgh district, 
American Harvester Company em- 
ployees, the garment workers of New 
York, are all on a strike. At the port of 


New York, fifty steamships cannot un- 
load their cargoes because of the strike 
of the marine engineers working on big 
boats. The four national railroad 
brotherhoods are sullen and defiant. 
This situation is one which causes the 
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business interests of the country justifi- 
able anxiety. It should and is worthy 
of the closest study and greatest con- 
sideration. 

Unthinking people say it is due to the high 
cost of living. On the contrary, the high cost 
of living is due to the meeting of the demands 
of labor for higher wages and shorter hours. 
These increase the cost of production and as 
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usual the ultimate consumer pays the freight. 

The labor situation forms one of our domes- 
tic perils and it is the duty of every intelligent 
banker and other business man to give the mat- 
ter careful study, and to use his influence to 
see that the labor interests in his locality be 
furnished the truth. If this policy were adopted 
a change in sentiment would result and the 
problem of the relations between capital and 
labor would receive from both sides, the sane, 
calm consideration it must have before it is 
properly and permanently solved. 


Why Stocks Are 
Not Stronger 
ANY wonder, with such favorable 
conditions, why the stock market 
does not show greater strength, writes 
Jasper in. Leslie's Weekly. We fail to 


We are told that this foreign liquidation 
has run its course, but we need not delude 
ourselves on this point, for notice was re- 
cently given in the House of Commons that 
an additional income tax will be charged on 
the income from American securities which 
the British Treasury has offered to purchase 
but which have not been turned in. The cable 
bluntly says that “the object of this is to com- 
pel the sale to the Government of American 
securities hitherto withheld by the owners.” 

Just as long as this pressure continues the 
stock market must feel its effects. But for 
this pressure there would have been a general 
advance, especially in high-class railroad and 
industrial securities} long before this, but 
whenever the market moves upward under a 
fresh impulse of buying, liquidation of foreign 
holdings increases, and as there are more sell- 
ers than buyers, the market weakens. 
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appreciate the extent of the foreign 
liquidation of American securities. It 
has been going on under the pressure 
of the foreign governments, and espe- 
cially of Great Britain and France, ever 
since the outbreak of the war. 

It is generally believed that a careful plan 
of campaign has been arranged by these gov- 
ernments with representatives of certain in- 
fluential banking and brokerage houses in New 
York, to make a strong market for securities, 
especially railroads, that are largely held 
abroad. It will be noticed that whenever these 
advance, large holdings come upon the mar- 
ket and prices drop off. 


What the 
War Is Costing 


HOSTILITIES will have gone on two 
years should the war continue un- 
til August 1 next. Attempts to gauge 
its burden to all the powers involved 
have resulted in a calculation that if 
still in progress on the second annivers- 
ary, the direct cost of the war will have 
been in excess of $45,000,000,000, says 
the Monetary Times of Canada. 
The aggregate amount named for a full two 











WHAT THINKING 


MEN ARE SAYING 451 





years’ warfare, $45,000,000,000, is believed to 
be well within the actual total. Dr. Karl 
Helfferich, Germany's imperial finance minis- 
ter, in an address delivered before the Reichstag 
on March 16, named precisely that amount as 
an outside figure of the war cost up to March 
31, which completed only 1% years of the 
conflict. His statement was: 

“I calculate the entire expenditure for the 
enemy, from the beginning of the war until 
the endeof March, 1916, at $25,000,000,000 to 
$31;250,000,000, and those of our allies at $12,- 
250,000,000 to $13,750,000,000.” 

The total of the lowest estimates of Dr. 
Helfferich is $37,250,000,000. The total of the 
extreme estimates is $45,000,000,000. Con- 
servative estimates will serve our purposes 
however, so $45,000,000,000 is accepted as the 
war cost up to August 1, 1916. 


Expert Financial 
Opinions 


National City Bank.—The general business 
situation has undergone little change. The 
crop outlook is better than it was a month 
ago, and promises at least an average yield. 

There has been some recession of prices 
for metals, natural products and manufac 
tures, but they are due to increasing produc- 
tion rather than to diminishing demand, and 
they have not gone far enough to disturb 
confidence or materially check the activity 
of buyers. Production and distribution con- 
tinue upon an unprecedented scale and, as 
a rule, with large returns to producers. 
Manufacturing lines are generally sold 
ahead for the remainder of this year, and 
are well assured as to next year’s prospects. 

Foreign trade is as prosperous as it can 
well be, considering how little capacity our 
manufacturers can spare from the home de- 
mands. Exports for the month of May 
aggregated $472,000,000,.the greatest for any 
month of our history, with a favorable trade 
balance of $243,000,000. For the fiscal year 
ended June 30 there will be a favorable trade 
balance of approximately $2,200,000,000, or 
about double that of the fiscal year of 1915. 

Hayden, Stone & Co.—The ease with 
which many securities have declined on the 
threat of hostilities emphasizes the over- 
bought condition of the market. Everyone 
has realized for a long time that such an 
event was almost inevitable, yet the actual 
occurrence has been the signal for quite a 
general liquidation in a good many issues. 
Regrettable as hostilities will be, the de- 
struction, in an economic sense, could not 
begin to compare with that taking place 
abroad. Measured from any angle, its effect, 
marketwise, cannot be but relatively small. 
Let us not, at such a time, lose our sense 
of proportion in measuring the mighty fac- 
tors now influencing the course of securities. 

Merrill, Lynch & Co.—While the present 
Mexican trouble is apparently near a_peace- 
ful solution, we are of the opinion that sores 
which need surgical treatment cannot be 


healed by sticking court-plaster over the 
surface. Consequently the ordinary run of 
listed stocks, which are again on an opti- 
mistic basis, are off the bargain counter 
temporarily. So long as this country re- 
mains an easy mark, the stock market will 
continue to break from time to time, and 
investors and speculators can pick up bar- 
gains. During the periods of recovery we 
urge profit taking and conservative buying 
based on sound statistical study. In the 
meanwhile the rush of established firms for 
new capital continues, giving high rates of 
return on their issues, even though earning 
power and assets are both ample. 

J. S. Bache & Co.—The market has taken 
Mexican news during the week to give its 
ups and downs. Any adverse news would 
have done as well, in the present underlying 
situation, when nearly everything is favor- 
able for advancing, prices, except that Wall 
Street is full of stocks. 

Until these stocks are well absorbed by 
investors who pay for them and take them 
out of the market, sustained advance is not 
technically feasible. If this investment de- 
mand alone is depended upon, the process 
must be a gradual one. 

On the other hand, very large sums of 
money would be available and would be 
used for outright purchase if margin holders 
sold out on a substantial decline. But these 
large buyers are ready only to act at much 
lower prices than those now prevailing. 
Good stocks are, nevertheless, safe and 
cheap at present levels. People with idle 
money can reap a long range harvest by 
buying these, dividing up among several 
selections in both rails and industrials. The 
bond market also presents many attractive 
purchases to hold, among which are foreign 
bonds brought out here. 

John H. Davis & Co.—At this writing, in- 
tervention by the United States in Mexico 
seems quite probable, so that a more or less 
extended period during which the nation 
will be involved in war may be at hand. As 
to the outcome of these matters there can be 
at this time no more than guessing. And 
there are many others, scarcely less vital, 
still remaining to be determined—the size of 
the year’s harvests, the real meaning of 
reactionary tendencies now appearing in in- 
dustrial lines, the future of the money and 
credit market, the volume of American se- 
curities yet to be liquidated by Europe, and 
the continuing possibility that through acci- 
dent or otherwise the nation will become 
involved in the Old World’s great conflict. 

Richardson, Hill & Co.—The course of 
prices in the weeks just ahead of us will be 
determined by the volume of orders which 
military preparations will supply, as an off- 
set to the partial decline of foreign war 
orders. There is seldom any one factor 
which may be said to control the rise and 
fall of stocks. At the present time it is 
unusually difficult to analyze the probabili- 
ties, 
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Rates Nearer Normal—The Gold Imports 





HE recent firmer tendency of money 
rates, which amounted to an ad- 
vance of about one per cent. all 

around, resulted in a sort of deadlock be- 
tween borrowers and lenders. When the 
higher level was. first established a con- 
siderably increased supply of money was 
found available and the immediate de- 
mand was soon satisfied. 

But borrowers, with an eye on the big 
reserves reported by the National banks 
of the country and the recent heavy im- 
ports of gold, are slow to tie themselves 
up at higher rates. It was this which 
resulted in some call loans being made at 
4 per cent. at the end of last week— 
borrowers had not supplied themselves 
with time money and they found a tem- 
porary scarcity of call funds over the 
holiday. 

On the other hand, lenders are hold- 
ing out rather firmly for a 4 per cent. 
rate on long time loans. Under any sort 
of normal circumstances 4 per cent. has 
always been a low money rate and the 
banks believe that the period of 2 and 3 
per cent. money ought, at any rate, to be 
over, whether it proves to be or not. 

The big gold imports, amounting to 
over $140,000,000 net since June 11, cer- 
tainly modify the situation. Such heavy 
imports were not expected at this time. 
It had been supposed that the British 
Government would prefer to support the 
exchange rate here by sales of Amer- 
ican securities previously held abroad 
and now in the hands of the Government 
authorities under the “mobilization” 
scheme, and by the sale of bonds based 
on the neutral securities which the 
French Government is stated to be ac- 
cumulating for the purpose. 

The British Government is really in 
‘ control of the gold situation the world 
over, through its preponderating in- 
fluence in financial management for the 
Allies and its constant receipts of gold 
from South Africa. It was expected to 
conserve its gold resources for still 


greater needs which might appear in the 
future. That more gold would eventu- 
ally have to come to us was a foregone 
conclusion. 

It is idle to guess why the British 


financial authorities chose to send gold 


now. Perhaps their knowledge of the 
war situation convinces them that a more 
acute need for the gold is not likely to 
occur in the future. 

The gold from Canada is evidently 
some sort of special fund accumulated 
for the purpose. No one not in the con- 
fidence of the Allies’ financial authori- 
ties knows where it came from. It was 
not withdrawn from the Bank of Eng- 
land. There have been withdrawals 
from the Bank of Russia, but they are 
too recent to represent any of the Cana- 
dian gold unless it had been considered 
as still in the Bank of Russia’s reserves 
until- actually shipped to the United 
States. London says rather mysteriously 
that Britain has gold resources unknown 
to the public and that these may be fur- 
ther drawn upon if necessary, but it is 
very possible that the London corre- 
spondents know almost as little of the 
facts as we do on this side. 

In view of these big gold imports and 
of the fact that the summer is. usually 
a period of relatively low money rates, 
it is hardly probable that any further 
advance will occur at present. and some 
reaction would not be surprising. 

It is to be borne in mind that all the 
minor fluctuations in money during re- 
cent months have been below the level of 
ordinary low money rates. From a 
broad point of view money is still very 
low and the only reason why the recent 
trifling changes have caused any discus- 
sion is: because for a year and a half 
money has been such a drug on the mar- 
ket. The real test will come this fall. 
If the war continues we expect to see 
money on a 5 per cent. basis this year. 
Whether it goes higher than that will 
depend on the workings of the new bank 
law, which is still to be tested. 
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The Machinery of Wall Street 


Why It Exists, How It Works and What It Accomplishes 





VIII. How Business Is Done on the Stock Exchange (Continued) 





By G. C. SELDEN 





OST of the methods of the Ex- 
change are readily understood— 
in fact, they are little more than 

the most obviously convenient way of 
handling the purchase and sale of se- 
curities. There are, however, some 
parts of the necessary machinery that 
the public does not easily grasp. 
Among these are short sales, the bor- 
rowing and lending of stock certificates 
and the Stock Exchange Clearing- 
House. 


Short Sales 


The whole world is accustomed to 
sales of all sorts of goods for delivery 
some time in the future; yet when 
sales of stocks, grain or cotton are 
made in this way on an exchange, they 


are often stigmatized as a form of 
gambling. The very farmer who sells 
his own crop of standing wheat for 
delivery, after it is harvested and 
threshed, will often be heard criticis- 
ing the practice of short-selling on the 
Chicago Board of Trade. 

On the grain and cotton exchanges 
and the London Stock Exchange short- 
selling consists simply in the sale of 
contracts for the future delivery of the 
goods. It is the failure to grasp this 
idea that causes much confusion of 
mind on this subject. The short-seller 
of grain, cotton, or of stocks, in Lon- 
don, does not really sell those articles 
himself—he sells a contract for the 
delivery of the articles some time in 
the future. All the business is handled 
through responsible brokers, who 
make the contracts in their own names. 
Hence the contracts can be passed 
from hand to hand among the brokers 
just about as readily as so many dollar 
bills, and may be sold and resold any 
number of times. 

For example, if you wish to sell short 
5000 bushels of May wheat, at 90 cents 
a bushel, you say, in effect, to your 
broker; 


“I agree to furnish you, on or be- 
fore the end of May, an acceptable 
contract for the delivery of 5,000 May 
wheat of standard quality at 90 cents. 
I believe I can buy such a contract 
from somebody else before that date 
for less than 90 cents a bushel. If not, 
of course, I shall have to pay more; 
but in any event I will protect my 
agreement.” 

For your agreement the broker sub- 
stitutes his own—since you are not 
known on the Exchange—and sells it 
at 90 cents in the open market. You 
protect him by a reasonable deposit 
of cash in his hands. 

Short sales of stocks may be and 
sometimes are made on the New York 
Stock Exchange in exactly the same 
way, but the customary method is a 
slight variation of the above. Instead 
of delivering to the buyer a contract 
for the future delivery of the stock, 
your broker borrows the stock cer- 
tificate from someone who has it on 
hand and delivers the certificate itself. 
The effect is substantially the same. 
Sooner or later you have to furnish your 
broker, in some way, with a certificate 
to be returned to the person from 
whom the broker has borrowed one. 
If you have the certificate—in your 
safe deposit box, or perhaps in another 
city—you get it at your: leisure and 
turn it over to your broker. If you 
haven’t the necessary certificate, then 
you will eventually have to instruct 
your broker to buy one for you in the 
market—in other words, you “cover” 
your short sale by buying a certificate 
on the Exchange, which your broker 
can then return in place of the one he 
borrowed to sell for you. 

So far as you are concerned, this is 
a sale for future delivery. The only 
difference is in the system by which 
the broker handles it. Your broker, 
having your agreement to supply the 
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stock whenever he wants it, is safe in 
not only selling the stock, but in bor- 
rowing it from someone else and de- 
livering it to the buyer. You are safe 
in entering into the agreement, for 
even though you may not have the 
stock yourself you know that you 
could at any time arrange with some 
other broker to supply it to your origi- 
nal broker in case he should want it, 
which rarely occurs. And in the end 
you close the whole deal by instruct- 
ing your broker to buy the certificate 
in the market to fill your short sale, at 
a lower or higher price, according as 
your judgment has been correct or in- 
correct. 

As to-the usefulness of short-selling 
there can be no doubt. In order that 
the price of a stock may be kept as 
nearly as possible at its true value, it 
should be possible for anybody to buy 
at a price below what he believes to 
be a just valuation or to sell at a price 
above that valuation. Without short- 


selling he could buy at any time, but 


he could not sell unless he happened to 
have the stock on hand. The result 
would be a one-sided market, such as 
is seen now in many stocks which are 
so scarce that it is impossible to bor- 
row them for the purpose of short 
sales. And, of course, any amount of 
short-selling makes no permanent dif- 
ference in the demand and supply, 


Borrowing and Lending Stocks 


Since there are always some people 
short of most of the active stocks, a 
great many certificates have to be bor- 
rowed every day by the various 
brokers. There is usually no difficulty 
about this. The broker who has a lot 
of stock certificates in his vault takes 
no particular satisfaction in seeing 
them there. On the contrary, he 
usually puts them up with his bank 
and borrows as much money on them 
as he can, which is perhaps 70 per 
cent of their market value, and he pays 
the current rate of interest for the use 
of the money. If another broker wants 
to borrow some of them, broker No. 1 
says: 

“All right, I will put them up with 
you instead of with the bank, if you 


will lend me their full market value at 
the same rate of interest.” 

There are generally plenty of stock 
certificates in Wall Street, but to bor- 
row money it is necessary to pay in- 
terest; hence it is the lender of stocks 
that pays interest to the borrower on 
their money value, which is just the 
opposite from what the novice usually 
supposes. What borrowing stocks 
really means is lending money on the 
stocks as security up to their full mar- 
ket value. No one would be willing 
to do that except the broker who wants 
the certificates to fill some of his short 
sales. 

In this way a regular loan market 
arises for the borrowing and lending 
of stock certificates, and the rate of 
interest allowed on the money value of 
the stocks may be quoted differently 
for different issues, according as those 
particular certificates are scarce or 
plentiful in the Street. If the cer- 
tificates of a stock are plentiful, the 
loan rate on that stock will be the same 
as for call money, but if they are 
scarce the interest rate may be lower 
than the call money rate, or they may 
loan “flat”—that is, no interest at all 
is paid on the money which is loaned 
on the stock as security—or even at a 
premium, which means that the usual 
order of things is reversed and the bor- 
rower of the stocks is obliged to pay 
something to get them. 

All these details the broker handles, 
so that the process of short-selling so 
far as the customer is concerned is 
just as simple as that of trading on the 
long side. On the long side the cus- 
tomer buys first and sells later ; on the 
short side he simply reverses the op- 
eration, selling first and buying later. 

Nevertheless the public does very 
little short-selling. To most people it 
seems mysterious and they are a little 
afraid of it. If the market goes against 
them on the short side they are dis- 
turbed, while on the long side they are 
not much worried. “There is a bot- 
tom but no top,” they sometimes say 
—which may be true theoretically, but 
not in actual practice. Also, the great 
majority of people are temperamental 
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bulls and prefer to work on the bull 
side for that reason. 

Professional and semi-professional 
traders operate just as freely on the 
short side as on the long and it would 
probably be a good thing for the mar- 
ket and for the public interest if the 
public could do the same; but that 
would require far more intellectual 
acuteness and detachment than the 
majority of persons are likely to attain. 


Stock Exchange Clearing-House 


Formerly every stock certificate 
sold was delivered by messenger, in 
exchange for a check for the value of 
the stock. This made a great deal of 
unnecessary work, but it was the tre- 
mendous value of checks that had to 
be issued every day that really com- 
pelled a change in methods. In 1892 


the banks rebelled against issuing so 
many checks, a practice only rendered 
possible by extensive over-certification, 
and the Exchange adopted the Clear- 
ing-House methéd, which had long 
been successfully used in Philadelphia, 


Boston and Chicago. This is an ad- 
aptation of the bank clearing-house 
system to the trade in stocks. 

For example, Broker A has sold B 
100 Reading for $75,000; B has sold 
100 to C for $74,000; C has sold 100 to 
D for $74,500; and D has sold 100 to 
A for $75,250. There is evidently no 
reason why four different deliveries of 
100 Reading should be made, accom- 
panied by the issue of four checks for 
the full value of the stock in each case. 
The stock is back where it started from 
and all that is necessary is the issue 
of small checks to cover the differen- 
ces in value. If the 100 Reading, in- 
stead of getting back to A had gone 
to E, it would only have been neces- 
sary to make one delivery of the stock, 
from A to E. 

Extend this example over the whole 
list of stocks traded in and you have 
the Stock Exchange Clearing-House. 
A force of clerks is employed and the 
system has been carefully worked out 
and improved by experience. Each 
broker sends in his clearance sheet and 
every trade is represented by a ticket. 
The tickets are distributed in boxes 


like mail in a postoffice. Then all trades 
in each stock are listed on a sheet and 
examination shows what trades will 
balance each other and what deliveries 
will be necessary. On the following 
morning the various brokers are noti- 
fied what deliveries they must make. 

Loans of stocks, as explained above 
under short-selling, appear on the 
clearance sheets as sales, since the 
lender receives their full value just the 
same as though he had sold them. On 
the side of the borrower the transac- 
tion goes through the Clearing-House 
as a purchase. 

The Clearing-House is surrounded by 
as much secrecy as possible so that in- 
formation in regard to important pur- 
chases and sales may not leak out. 
Pratt, in The Work of Wall Street, 
gives the number of shares cleared in 
1901 as 926,347,300, having a value of 
$77,853,500,000, and the number of 
share balances, which had to be de- 
livered, as 134,391,000, having a value 
of '$10,930,853,600. The great saving 
resulting from the system is obvious. 

The number of shares traded in on 
the Exchange in 1901 was 265,944,659, 
while the number going through the 
Clearing-House was 926,347,300—a 
point which mystifies many even 
among those who consider themselves 
well in formed on the methods of the 
Street. Since each trade is cleared by 
both the buyer and the seller, that 
makes the clearance double the shares 
traded in; and the remainder of the 
excess is accounted for by the borrow- 
ing and lending of stocks, which as we 
have seen go through the Clearing- 
House just like purchases and sales. 


The Consolidated Stock Exchange 


Some of the methods used on the 
Consolidated differ a little from those 
of the New York Stock Exchange. 
This organization resulted from the 
consolidation of a miriing and an oil 
exchange, hence its name. In the 70’s 
and 80’s there was a big speculation 
on it in this class of securities, and 
when that died out the exchange took 
up trading in the same stocks listed on 
the New York Stock Exchange. 

(To be continued.) 
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Big Four’s Prosperity 


Remarkable Recovery in Earnings of This Important New 
York Central Subsidiary — 1916 Promises to Be the 
Greatest Year in Its History, While 1913 and 1914 


Were the Worst. 





By FRED L. KURR 





LEVELAND, Cincinnati, Chicago 
& St. Louis Railway Co., or “Big 
Four,” as it is popularly known 
is a road that decidedly has had its ups 
and downs in the past several years. 
Everything had run more or less 
smoothly and substantial surplusses 
were shown every year until the historic 
floods of March, 1913, broke up its traffic 
for two months and inflicted damage es- 
timated as high as $5,000,000. 

The damage to roadbed and structures 
took nearly two years to entirely repair 
and was practically all charged to oper- 
ating expenses. ‘ This accounts in large 








BIG FOUR—TABLE I 
Dividend Record Since Organization 
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part for the deficits reported in 1913 and 


1914 (see Graphic 1). Big Four un- 
doubtedly has an earning power sufficient 
to enable it to at least earn its preferred 
dividend, even in times when industrial 
activity is at low ebb. Take for example 


the calendar year 1908, which was a pe- 
riod of really exceptional depression and 
when many roads were forced to cut 
dividends. Earnings of this road in that 
year were sufficient to cover preferred 
dividend requirements with over $200,000 
to spare. 


1915 Earnings 


For the 1913 and 1914 year deficits it 
appears entirely fair to put the blame on 
special conditions beyond the manage- 
ment control and which are unlikely to 
be repeated. In 1915 Big Four earned 
its fixed charges with no less than $3,- 
320,929 to spare, equal to 5% on the 
$10,000,000 non-cumulative preferred 
and an additional 6% on the $47,052,700 
common. This is certainly an excellent 
showing, especially when the fact is 
taken into consideration that the present 
boom in traffic did not set in for this 
road until September, so that the 1915 
report reflects only four months of really 
good business. The fact that the road 
was able to handle increased business so 
profitably is a decided tribute to the man- 
agement and is proof in itself that in the 
lean period of 1913 and 1914 no pains 
were spared to keep up the physical con- 
dition of the property. 

While the 1915 performance is a most 
satisfactory one it will, in all likelihood, 
be thrown into the shade by the perform- 
ance the road promises to make the cur- 
rent calendar year. For the four months 
ended April 30 surplus after charges 
was $2,480,775 ahead of the same period 
the previous year. Should earnings, 
therefore, continue at their present rate 
the balance of 1916 it is likely that as 
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much as 15% will be earned on the com- 
mon stock. Of course there is always the 
possibility of unlooked for difficulties, 
such as labor trouble, etc., interfering 
with such a showing. 
Dividend Prospects 

While current earnings would appear 
to justify the immediate resumption of 
dividends on the common stock it is 
hardly likely that. they will be started at 
once. Big Four can use to excellent ad- 
vantage the profits it is now making in 
further strengthening its financial posi- 
tion. As shown by Table II there was a 
floating debt of $14,435,233 on June 30, 


(see Table I) in which year 2.07% was 
earned. Of the past ten years 1915 
shows up better than any other in sur- 
plus earnings with 6% earned on the 
common, the next best year in that pe- 
riod was 1909 when 4.86% was earned. 
It will be noted that in 1909 the common 
sold as high as 83% and did not sell 
under 68. A glance at Graphic 11 will 
show that from 1904 to 1911 inclusive 
the common stock did not sell below 
47¥%4, and in five of those years did not 
go below 60. In view of the fact that 
the earnings of “Big Four” are now 
running very much higher than they did 
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1915 as against working assets of $8,- 
563,953. The position of the company is 
now much stronger, but there is still 
room for improvement. The profit and 
loss deficit, however, of $4,358,493 as of 
June 30, 1915 has by this time been not 
only wiped out, but a fair profit and loss 
surplus set up. 

Six months of earnings as good as 
have recently been shown would put Big 
Four firmly on its feet financially and 
dividends could be conservatively started 
on the common in 1917. The last divi- 
dend paid on the common was in 1910 


in any of those years the present price 
of the common of around 53 appears to 
be conservative. 
N. Y. Central Control 

Cleveland, Cincinnati, Chicago & St. 
Louis is one of the big links in the New 
York Central System, $30,207,700 of its 
$47,056,300 common stock is held by the 
latter. The old Lake Shore paid as high 
as $90 per share for some of the Big 
Four common stock and the $30,207,- 
700 averages New York Central about 
$84 per share. With $30,207,700 of the 


common stock locked up in the treasury 
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of the New York Central the amount of 
common stock in the hands of the public 


is cut down to $16,848,600. The fact. 


that New York Central is in control is 
likely to cause conservative dividend ac- 
tion. The New York Central has taken 
care of Big Four’s financial needs for 
several years and would like to see the 
latter so well fortified that it would need 
no further financial assistance. More- 
over New York Central does not need 
the money just now, that a Big Four 
dividend would bring. 

Big Four has a total operated mileage 


it amounted to 56% of the total freight; 
manufactures composed 16% and prod- 
ucts of agriculture 11%. As two-thirds 
of this company’s revenue comes from 
freight it can readily be seen that earn- 
ings are bound to be very sensitive to the 
rise and fall of general industrial activity 
in its district. 

As regards capitalization Big Four 
has been fairly well treated. It has not 
been made top heavy with debts. Net 
capitalization per mile as of June 30, 
1915 was $65,320, of which $24,044 was 
stock. This is a fair capitalization for 








TABLE II 


*1915 
Property investment. ..$161,015,719 
Working assets 8,563,953 
Deferred debit items.. 2,941,338 
Accrued income 6,250 
Profit and loss deficit.. 4,358,493 


Big Four 


General Balance Sheet 


Assets 


*1914 
$152,529,063 
9,510,122 
7,125,539 
6,250 
3,336,446 





$176,885,753 


$172,507,420 


*1913 
$148,603,944 
11,001,429 
3,069,955 
10,884 
358,868 


$163,045,080 


71912 
$144,113,739 
10,572,800 
2,729,408 


71911 
$146,952,698 

8,584,165 

1,343,002 





$157,421,155 


$156,879,865 


Liabilities 


$57,056,300 
102,699,051 
14,435,233 
664,781 
868,479 
1,161,909 


Capital stock 

Funded debt 

Working liabilities.... 
Accrued liabilities 
Deferred credit items. 
Appropriated surplus. . 
Profit and loss surplus. 


$57,066,936 





$176,885,753 
*As of June 30. tAs of December 31. 


$172,507,420 


$57,066,982 
91,466,961 
11,635,779 
690,294 
1,109,650 
1,075,414 


$57,067,017 $57,496,014 
87,735,723 87,357,685 
8,235,072 7,839,541 
818,426 644,064 
1,005,141 668,178 
1,061,836 705,230 
1,497,940 2,169,153 


$156,879,865 





$163,045,080 $157,421,155 








of 2,395 miles. The lines radiate through 
the states of Ohio, Indiana, and Illinois 
entering the cities of Cleveland, Co- 
lumbus, Cincinnati, Chicago, St. Louis, 
Louisville, etc. Population of these 
three states is estimated at around 
15,000,000. This road controls the Cin- 
cinnati Northern and the Mount Gilead 
Short Line R. R., and also has an in- 
terest in several terminal, union station 
and bridge companies. 


Nature of Freight 


Products of mines constitute by far the 
most important part of Big Four’s ton- 
’ mage. For the year ended June 30, 1915 


a road that has an earning power of 
$15,097 per mile, which was shown by 
Big Four for the year ended June 30, 
1915, a dull period. 

In spite of the fact that good sized 
deficits were reported in 1913 and 1914 
the bond obligations of Cleveland, Cin- 
cinnati, Chicago & St. Louis stand on a 
strong investment plane. The European 
loan 4s of 1910 and the 4%s of 1911 are 
the weakest of this company’s bonded 
obligations, as they are not a direct 
mortgage on the property, yet these can 
be regarded as reasonably safe invest- 
ments, although not Ist grade railroad 
bonds. 
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Position of Stocks speculative investment. There is only 


The preferred stock at around present $10,000,000 of the preferred outstanding 
and 5% requires but $500,000. In 1915 


"BIG FOUR” R.R-RANGE¢ STOCKS the 5% preferred dividend was earned 
over 6% times. With a conservative 
common dividend policy likely to be 

qurraranna> pursued the position of the preferred 
Cocomeort stock will be greatly strengthened. 

In the opinion of the writer the com- 
mon stock at around present levels can be 
regarded as attractive as any railroad 
stock on the list for a long pull specu- 
lative investment. Big Four has been 
through as trying a time as perhaps any 
railroad in the country and has met its 
difficulties remarkably well, as evinced by 
its quick come back. The test of strength 
is adversity, and a strong road, once it 
succeeds in getting its*feet well placed 
on the highroad to prosperity, has pos- 
sibilities of going very far. With little 
prospect of a dividend within the next 

5 several months, however, the prospective 

oa 0S DP U7 06 Oe wD Un i Kh S ms purchaser might do just as well to wait 

until the labor question is settled and 

prices of 81 yields about 6.2% and can _ stock market conditions generally become 
be regarded as a fairly attractive semi- more propitious for an upward move. 








Mr. Dooley on Capital and Labor 


“It was different whin I was a young man, Hinnissy. Capital was like a 


, 


father to labor, givin’ it its boord and logins. In thim golden days a wurrukin 
man was an honest artysan. That’s what he was proud to be called. Th’ 
week before illiction he had his pitcher in the funny papers. He had his arr’m 
arround capital—-a rosy, binivolent ol’ guy with a plug hat and eyeglasses. 
They was goin’ to th’ polls together to vote for simple ol’ capital. 

“In return f’r fidelity he got a turkey ivry year. At Christmas time, capital 
gathered his happy fam’ly around him, an’ in th’ prisince iv the ladies iv th’ 
neighborhood, give him a short oration. ‘Me brave lads,’ says he, ‘we’ve had 
a good year. (Cheers.) I have made a millyun dollars. (Sensation.) Ye 
have doue so well that we don’t need so many. (Long and continuous cheer- 
ing.) Those who can do two min’s worruk remain, an’ if possible, do four. 
The other faithful servants,’ he says, ‘can come back in th’ spring,’ he says, 
‘if alive,’ he says. An’ the bold artysans tossed their paper caps in the air an’ 
give three cheers f’r capital. They wurruked till ol’ age crept on thim, an’ thin 
retired to live on th’ wishbones and kind wurruds they had accumulated.”— 
PeTeR Fintey DUNNE. 

















The Tire Stocks 


Class of Securities Which Have Recently Come Under the 
Financial Spotlight—Their Remarkable Rise — Present 


Earnings and Outlook. 





By HENRY B. WENDELL 





F the great businesses which have 
sprung into existence during 
the last ten or fifteen years and 

which now represent a yearly turn- 
over of billions of dollars, perhaps the 
moving picture and the automobile in- 
dustries are the most spectacular. Each 
has made multi-millionaires almost 
over night and the host of investors 
who have been fortunate enough or 
sufficiently well advised to buy the se- 
curities of the right companies early, 
have been amply repaid for their good 
judgment or good luck. The word 
“right” is used advisedly, for the 
growth of both of these industries has 


will be seen that they represent an 
authorized capitalization of $152,000,- 
000, round figures, with a total issued 
capital of $129,500,000, round figures. 
This does not include the capitaliza- 
tion of the Lee Tire & Rubber Co. with 
150,000 shares, 100,000 issued, of no 
par value. 

At the present time there are ap- 
proximately 2,500,000 automobiles in 
operation, including commercial vehi- 
cles. The 1917 production of cars has 
commenced. Trade authorities esti- 
mate the 1917 output will be in ex- 
cess of 1,000,000 cars, so that in the 
next year, allowing for amortization 








TABLE 1 


Capitalization, Funded Debt and Surpluses of Six Leading Tire Companies, as Last Reported. 
Capitalization 


Authorized 


Ajax Rubber Co. .............:: $5,000,000 
Fisk Rubber Co. ..............+. 15,000,000 


y RRR i cicccecacs 32,000,000 
Kelly-Springfield Rubber Co. ....10,298,100 


Lee Tire & Rubber Co 150,000 shares 


*One class of stocks, par $50. 


Outstanding Funded Debt Surplus 
*$3,000,000 


*14,775,000 
000,000 


“15,027,200 
"8,665,400 
*100,000 shares 


*Consisting of 44,775,000, 7% cum. Ist pfd., $2,000,000 7% cum. 2d pfd. and $8,000,000 


common, par. 


*Consisting of $28,000,000 7% cum. preferred and $60,000,000 common, par $100. 
‘Consisting of $66,650,000 7% cum. pfd. and $8,377,200 common, par $100 


"Consisting of $3,758,200 6% cum. Ist pfd., 


200 common, par $25. 
"No par. 


100. 
$20,000 7% cum. 2nd. pfd., par $100 and $4,887,- 








been marked by numerous failures. 

Among what might be termed the 
“secondary” industries arising from 
the manufacture of automobiles is that 
of the manufacture of automobile 
tires. 


Extent of the Tire Industry 


Statistics presented in Table 1 in 
reference to six of the leading tire 
companies, gives an idea of their im- 
portance in the industrial field. It 


of old cars, there should be something 
like 3,500,000 cars in operation. Allow- 
ing for an average of two new tires 
for the new cars, and six tires for the 
old, which is the accepted ratio, it ap- 
pears that the demand on the tire com- 
panies during the next year is likely 
to be something like 17,000,000 tires. 
At an average price of $22 apiece, 
these 17,000,000 tires represent a gross 
business of approximately $175,000,000. 

The six companies mentioned in 
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Table 1 were chosen because they are 
the ones most prominent in the se- 
curity markets at the present time. It 
will be noted that with the exception 
of Kelly-Springfield,. none of them 
have any bonds outstanding. The ab- 
sence of bonded indebtedness is char- 
acteristic of the tire companies. Most 
of them have been financed by the in- 
terests who control their destinies or 
by the issue of stocks. 


Goodrich (The B. F.) Co. 


This company is one of the largest 
manufacturers of automobile tires in the 
world, but at the same time 40 per 
cent. of its products consist of other 
rubber goods. Organized in 1912, the 
compared fared poorly at first. For 
the first nine months of its corporate 
existence earnings totaled but 2.37 per 
cent. on the common stock and in 1913 
the balance for the common was less 
83 per cent. as shown in Table 2. The 
year before last proved to be the turn 
of the lane for in 1914 the common 
showed 5.6 per cent. and in 1915, 17.18 


per cent. The company was organized 
as a consolidation of the old Goodrich 
company of the same name and the 
Diamond Rubber Co., and commenced 
by paying 7 per cent. on the $30,000,- 














pared with last year’s record of 14,000 
tires and the company’s gross sales 
are reported to have increased since 
the first of the year to the extent of 
50 per cent. over the corresponding 
period last year. The preferred is sell- 
ing at around 113 and at that figure 
yields nearly 6.2 per cent. It is an at- 
tractive industrial preferred invest- 
ment. The common stock is, of course, 
more speculative and its movements 
are likely to follow the general trend 
of the market more sharply than the 
preferred. In view of present large 
earnings the common should prove at- 
tractive when the times comes again 
to purchase securities of this sort. 


Goodyear Tire & Rubber 


The Goodyear Tire & Rubber Co. 
was incorporated in 1898 and owns the 








TABLE 2 
B. F. Goodrich & Co.’s Earnings 


Net Inc. 
$13,058,648 
6,137,297 
3,549,429 
4,291,178 


Sales 


37,533,861 


*9 months. 


% on 
Pfd. 


41.66 
18.70 

8.66 
11.74 


Surp. for 
Divs. 
$12,265,679 
5,440,428 
2,599,427 
3,522,489 








000 preferred stock aud 4 per cent. on 
the $60,000,000 common. A drop in 
the price of crude rubber, generally 
unsatisfactory business conditions re- 
sulting in the unsatisfactory 1913 year, 
caused a suspension of the common 
dividends, which were restored at the 
old rate in February of the current 
year. The following table shows fluc- 
tuations of the stocks since incorpora- 
tion, to date. 

At the present time Goodrich is 


Goodyear Tire & Rubber Co. of Can- 
ada, which acquired the Durham Rub- 
ber Co. in 1910. Also controls the 
Motz Tire & Rubber Co., the Stan- 
dard Tire Protector Co., the Federal 
Waterproofing Co. and in 1914 took 
over the Killingly Mfg. Co. produc- 
ing special tire fabrics. The com- 
pany’s plant at Akron covers 46 acres 
and besides its production of general 
rubber goods produces approximately 
15,000 tires daily. The company started 
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with a capital of $45,000 and now has 
a capital stock of $32,000,000 and 12,- 
000 employees, against an original 100. 
Table 3. summarizes Goodyear’s in- 
come statements for the last six years: 

In April the rapidly growing demand 
for tires required additional working 
capital and the stockholders voted to 
recall the $6,200,000 outstanding pre- 
ferred at $120 a share to be replaced 
by a new issue of $17,000,000, of which 
$10,000,000 was sold to New York and 
Cleveland banking interests. The com- 
mon stockholders received a_ stock 
dividend of 100 per cent., which 
brought the outstanding common up 
to $17,500,000. 

Goodrich is flourishing as it never 
flourished before. Official estimates 


lace gross earnings for this year at 
55,000,000 and for 1917 at $75,000,000, 
while it is figured that there should 


preferred reached a high of 145, the 
second preferred a high of 228 and 
the common a high of 309. In March 
of this year the stocks were listed on 
the “Big Board” and to date have sold 
as high as follows: Ist preferred 
974%, common 76%, the second pre- 
ferred not being listed. In 1914 the 
first and second preferred each paid 
3% per cent. and the common noth- 
ing. Last year the first preferred paid 
6 per cent. and the second preferred 
and common 7 per cent. each. In 
April of this year the directors of the 
company declared a quarterly dividend 
of 4 per cent. or $1 a share on the par 
of $25, thus raising the common rate 
to 16 per cent. per annum. Table 4 
shows Kelly-Springfield’s earnings for 
the last two years. 

It will be noted that this concern 
is the only one with a bonded debt and 








TABLE 3 


Goodyear Tire & Rubber Co. Income Statistics 
Years Ended Oct. 31 


Gross 
Net Income 
$5,137,083 
3,391,165 
2,041,268 
3,001,295 
1,291,625 
1,406,105 


$36,440,652 


Pfd. 
Cash Divs. 
$469,583 
431,667 
350,000 
139,605 

70,000 
43,034 


Com. Stock 


Cash Divs. 
$1,686,151 
604,05 


Earned 
on Com. 
55.71% 
11.28% 
33.60% 
52.74% 
53.48% 
53.44% 








be about $8,000,000 earned on the 
stocks. This would mean, after pre- 
ferred dividends, about 38 per cent. on 
the increased common stock outstand- 
ing. The stocks of the company are 
not listed but before the new financing 
the common sold around $400 a share 
“over the counter.” 


Kelly-Springfield and Lee Tire 


Kelly-Springfield, which was incor- 
porated in 1899 in New Jersey under 
the name of the Consolidated Rubber 
Co., acquired its present cognomen in 
January of 1914. This concern is not 
a consolidation of the property and 
business of other corporations but is 
an original organization. Its stock 
was first traded in upon the’ New York 
Curb where it reached a high, the first 


that the bonds total only $270,000 and 
were issued by the Consolidated Rub- 
ber Tire Co. These are being gradually 
retired by the operation of the sinking 
fund. 

Kelly-Springfield is enjoying pros- 
perity along with: the other tire com- 
panies. Several years ago this concern 
was struggling hard to keep its feet 
but now it is operating at capacity. 

Lee Tire Rubber is another debu- 
tante on the Stock Exchange having 
made its initial bow in February of 
the current year. The company, a hold- 
ing corporation, was formed in De- 
cember of 1914, in New York, and owns 
all the outstanding stock of the Lee 
Tire & Rubber Co., a Pennsylvania 
corporation and through its ownership 
of the Pennsylvania corporation con- 
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trols the Lee Tire & Rubber Co. of 
New York, Inc., a selling company. 
The holding company has 130,000 
shares with no par or nominal value. 
Its only published income statement 
is shown by Table 5. 








TABLE 4 
Kelly-Springfield’s Earnings 
Years Ended Dec. 31 


Gross Profits 
Net Income 


Bal. for Common 
Per Cent. on Common.... 
Year’s Surplus 





On the Curb last year the stock sold 
to a high of 59% from a low of 46 and 
on the Stock Exchange the high for 
this year has been 56% and the low 
463%. Net earnings for the first five 
months of the current year were 
slightly better than 30 per cent. greater 
than tor the same period last year. 
Tire output is running at the rate of 
about 1 tires a day but when the 
new tire plant is in operation which 
should be within the next 60 days, the 
production will be gradually increased 
to 2,000 tires daily. 


Ajax Rubber-Fisk Rubber 


The Ajax Rubber Co., aeenee at 
$5,000,000 of which $3,000, is issued, 





TABLE 5 sg 
Lee Rubber & Tire Corp. 
Income for 10 Months Ended Oct. 31 





par $50, was formed to take over the 
Ajax-Grieb Rubber Co. The average 
annual earnings for the four years 
ended August 31 last were approxi- 
mately $450,000 or $7.50 per share. 
Speaking of the outlook for the cur- 
rent year President William G. Grieb 
said: 

“The coming year promises to be 
most favorable for both net sales and 
net earnings, the company having 
closed contracts to over $3,000,000 of 


its output with more than 300 dealers 
throughout the country and I believe 
that | can safely predict gross sales 
to August 31, 1916, of between four 
and a half to five million dollars, with 
net earnings which I conservatively 
estimate at $750,000.” 

The above estimate if realized would 
mean $12.50 per share on the stock. 
In March the directors inaugurated 
dividends at the rate of $5 per share 
oy annum. The high price reached 

y the stock was 72%. 

Fisk Rubber is one of the companies 
scheduled to enter the Willys-Overland 
merger which died still unborn. It is 
the largest producer of tires on the 
Atlantic seaboard and by the end of 
this year will have a sustained pro- 
ductive capacity of 10,000 tires per 
day. This year it expects to do a gross 
business in the neighborhood of $19,-- 
000,000, which would mean something 
like $35 per share as against $23 per 
share for the 14 months ended Decem- 
ber 31 last. After making allowance 
for the heavy sinking fund which op- 
erates on the $4,775,000 first preferred 
the balance on the common would be 
approximately $30 per share. 


Market Position of Tire Stocks 


It will be seen from the foregoing 
that the tire companies are in the same 
class with the automobile companies 
—they are all making large profits with 
orders booked ahead so far that their 
dividends appear well fortified for 
some time to come. In the case of 
their preferred stocks the margins 
above dividend requirements are sufh- 
cient to warrant their being ranked 
among the best class of industrials. 

In the case of the common stocks 
the same question arises as with the 
automobile companies—when will the 
“saturation” point be reached? That 
is, when will production outstrip de- 
mand and increasing competition re- 
duce margins of profits? That point 
does not seem at hand at this time, 
and therefore the better tire stocks 
have considerable speculative possibil- 
ities and may be bought for speculative 
profits when the general tenor of the 
market again warrants speculative pur- 
chases. 
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RAILROADS 





Atchison.—Gross earnings for May were 
almost 25% ahead of May, 1915. Gross 
revenue for, 12 mos. ending June 30 will 
probably exceed $132,000, against $117,- 
665,000 last year. Surplus for common 
stock for the year should equal 12.25% on 
the outstanding shares. This would com- 
pare with 9.19% earned for fiscal year 1915. 


Atlantic Coast Line—The action of di- 
rectors of Louisville & Nashville in increas- 
ing the dividend rate to 7% may foreshadow 
a similar increase in Atlantic Coast Line 
dividend. The latter owns a majority of 
the Louisville & Nashville stock and its in- 
come from the investment will be increased 
about $750,000 per annum by raising the rate 
from 5% to 7%. The Atlantic Coast Line 
dividend was reduced from 7% to 5% in 
January, 1915. 


Boston & Maine.—Reports for May a sur- 
plus after all charges of $627,000 against a 
deficit of $32,000 in May, 1915. Earnings 
for 11 mos. ended May 31 were equal to 
8%4% on common stock after allowing 6% 
on the preferred. In June of last year the 
road earned $438,000 after all charges. On 

une 30 Boston & Maine should have over 

7,500,000 cash on hand, as against its com- 
paratively small floating debt of $13,300,000. 


Colorado & Southern.—Estimates indicate 
road will earn surplus of $1,750,000 after 
charges for fiscal year ending June 30. 
There are outstanding $8,500,000 first pre- 
ferred and an equal amount of second pre- 
ferred. Both issues formerly carried a divi- 
dend of 4%. To pay this on both issues 
requires only $680,000, and earnings indicate 
this year’s surplus will not only show that 
amount, but also leave a balance equal to 
better than 3% on the $31,000,000 common. 


Erie——Gain in net earnings for first 4 
mos. of 1916 over compen ones in 
1915 should amount to over $2,000,000. 


Great Northern—For 10 mos. ended 
April 30 showed increase in gross earnings 
of more than $10,000,000 or better than 
17%4% over same period last year, while net 
showed a gain of nearly 20%. Indications 
are that road will earn over 10%% on its 

49,474,694 outstanding stock the current 

scal year. This would compare with 8.26% 
earned last year. President Hill estimates 

oss earnings should come close to $80,- 

000 this year, which would exceed by 
$1,500,000 the best previous record year, 


Illinois Central—May gross increased 
21% over May last year and June earnings 
to date are equally satisfactory. This road 
is likely to show earnings this year of 
nearly 10% on its $109,000,000 outstanding 
stock. It is not believed the dividend will 
be increased when directors meet in July 
but if the road’s present satisfactory record 
is continued, there is reason to believe the 
stock will get back to its former 7% rate in 
the not far distant future. 


International & Great Northern—Has 
awarded contract for 1,200,000 barrels of 
fuel oil to Magnolia Petroleum Co., Pierce- 
— Oil Association and Gulf Refining 

0. 


Jersey Central—Declared regular quar- 
terly dividend of 2% payable Aug. 1 to stock 
of record July 14 and also usual extra of 2% 
payable July 30 to stock of record June 26. 
This brings total for year to 12%. The extra 
dividend this year was declared out of 
profits of the Jersey Central itself, not out 
o income of Lehigh & Wilkesbarre Coal 

0. 


Kansas City Southern.—For 11 mos. end- 
ed May 31, gross earnings were $9,672,486, 
an increase of $428,816 over 1915, and net 
$3,359,093, an increase of $514,859. This 
road has declared regular quarterly dividend 
of 1% on preferred stock payable July 15 
to stock of record June 30. 


Lehigh Valley.—Indications are that this _ 
road will earn in the neighborhood of 
12%% on its outstanding stock for the 12 
mos. ending June 30 as compared with 
10.45% in the previous fiscal year. The 
company pays dividends at the rate of 10% 
per annum and it is apparent that there will 
be a substantial surplus in the current fiscal 
year after meeting these obligations. Last 
year the surplus after preferred and com- 
mon dividends was only $261,644. 


Minneapolis & St. Louis.—Official plan 
for reorganization of this road was accepted 
by the minority stockholders and finally 
adopted at an adjourned meeting of repre- 
sentatives of all the stockholders. The plan 
was accepted in view of certain concessions 
including a “change of such part of the 
management as may be necessary for the 
best interests of the company.” In addition 
thereto, the minority is to have two of the 
nine directors. The plan now accepted 
“will bring into the treasury about $4,500,- 
000.” It contemplates a discharge of 
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$2,500,000 notes which fell due Feb. 1 and 
were extended to Aug. 1, and also the dis- 
charge of $1,100,000 of floating debt, the bal- 
ance to be added to working capital. 


Missouri Pacific.—Gross this year will far 
exceed any previous year. Net will be about 
$16,100,000. This road has rebuilt 13,000 
freight cars at a cost of about $6,000,000, 
which is the best kind of economy. This 
year loss and damage payments amounted 
to $620,000 less than the previous ycar. The 
generally higher plane of operating effi- 
ciency of the road will mean much to the 
reorganized company. 


New York Central Lines.—N. Y. Central 
declared regular quarterly dividend of 
1%% payable Aug. 1 to stock of record 
July 7% Michigan Central declared semi- 
annual dividend of 2% payable July 29 to 
stock of record June 30. Six months ago 
this road declared 2% and the same a year 
ago. A special dividend of 1% was paid in 
December last to make up a total of 4% for 
the year. Cleveland, Cincinnati, Chicago 
& St. Louis declared quarterly dividend of 
1%4% on preferred payable July 20 to stock 
of record June 27. Canada Southern de- 
clared regular semi-annual dividend of 14% 
payable Aug. 10 to stock of record June 30. 
Detroit River Tunnel Co. declared regular 
semi-annual dividend of 3% payable July 15 
to stock of record July 8. 


New York, New Haven & Hartford.—Pre- 
liminary returns for May indicate a gross 
of $6,821,000, an increase of $1,066,000, or 
18.5% above May, 1015. April, 1916, gross 
was $6,638,000. May gross and net are ex- 
pected to be the largest totals in the his- 
tory of the road. While this year’s earn- 
ings on the stock will be small, they are not 
to be taken as a criterion of prospective 
annual earnings. Year-end receipts from 
subsidiaries will bring the 1916 total up 
somewhat. 


Northern Pacific—For 11 mos. ended 
May 31 surplus after charges was $23,667,- 
962. Gross revenue for first two weeks in 
June of $2,932,000 has only been exceeded 
once for that period in past 7 years. Up to 
middle of- June gross revenue for fiscal year 
was almost $72,000,000, and will run close 
to $75,000,000 for the full year, which will 
be largest total ever pe up by this sys- 
tem. Surplus for fiscal year ending June 30 
will be between 10% and 11% on stock, 
compared with 7.75% last year. 


Pittsburgh, Cincinnati, Chicago & St. 
Louis.—In 12 mos. ended April 30 surplus 
over fixed charges was $6,038,235, or practi- 
cally 9% on both classes of stock. Pre- 
ferred dividends if earned and declared are 
payable semi-annually in July and January. 


Reading.— Declared regular quarterly 
dividend of 1% on the first preferred stock 
payable Sept. 14 to stock of record Aug. 29 


and regular quarterly dividend of 1% on 


second preferred payable July 13 to stock 
of record June 4. Also declared usual 
quarterly dividend of 2% on common stock 
payable Aug. 10 to stock of record July 25. 


Rock Island.—May gross earnings were 
again big. showing ,085,519 compared 
a $5,336,704 a year ago, an increase of 

St. Louis & San Francisco.—Reorganiza- 
tion managers have announced to general 
creditors of St. Louis & San Francisco that 
they have executed a creditors’ settlement 
agreement, and creditors who have present- 
ed claims in accordance with orders of 
United States District Court or whose 
claims are not otherwise dealt with in re- 
organization plans, may deposit claims with 
Central Trust Co. of New York, or Missis- 
sippi Valley Trust Co. of St. Louis, on or 
before Aug. 1. In full payment for claims, 
creditors will receive trust certificates for 
stock of the new co. at following rate for 
each $100 of established claims: 6% non- 
cumulative preferred stock (trust certifi- 
cates) $50 ne value, and common stock 
(trust certificates) $50 par value. The re- 
organization of the road, in accordance with 
the plan, will be pressed forward as speedily 
as possible. 

Southern Pacific—Net earnings for 11 
mos. ended May 31 $11,277,776 greater than 
1915. May net touched a new high point, 
being $534,729 above May record of 1913. 
Surplus for the stock for the year ending 
June 30 should be well over 11%, against 
7.20% in 1915. 


Union Pacific—Gross earnings for May 
showed an increase of $2,149,566, or 32.6%. 
May net earnings increased $1,558,157, or 
85.3%. The gross increase for the 11 mos. 
ended May 31 was $15,735,658, -or 19.8%, 
and the net increase for same period $9,689,- 
390, or 35.4%. This indicates a surplus for 
stock for the year ending June 30 of be- 
tween 15% and 16%, against 10.98% in 1915. 


Wheeling & Lake Erie.—This co. is com- 
pleting a record year ending June 30. Net 
will amount to $3,600,000 or an increase of 
$1,200,000 over the best previous year and 
$2,200,000 over 1915. After deducting all 
charges there will be $1,500,000 applicable 
to the stock. This is equal to nearly 9% on 
the total $16,980,400 first and second pre- 
ferred, or 4% on all the preferred and 4.1% 
on the common. Wheeling & Lake Erie’s 
foreclosure sale is set for Fuly 10 and it is 
expected that no further postponement will 
be necessary. A tentative plan of reorgani- 
zation is drawn up and can speedily be 
whipped into shape as soon as the bond- 
holders get possession of the property. 


Western Maryland—May gross was 
$971,137, an increase of 15.8% over May, 
1915. The 11 mos. net was $9,907,425, an in- 
crease of 26.3%. Gross for full fiscal year 
is expected to total about $10,875,000, an in- 
crease of 25.2%. Net will be about $3,475,- 
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000, an increase of $2,130,000. If deduction 
is made for defaulted interest co. will fall 


short of earning its full charges by about 
$400,000. 





b= — 





INDUSTRIALS 





Aetna Explosives.—Earned $1,250,000 net 
in May. Commercial business showing up 
satisfactorily and is sufficient to meet in- 
terest charges and other obligations. War 
business on hand sufficient to keep co. at 
full capacity to October next. 


American Beet Sugar.—Should produce 
this year close to 220,000,000 Ibs. of sugar 
against 175,000,000 Ibs. in the fiscal year to 

arch 31 last. Net working capital at end 
of current fiscal year should be $6,000,000. 


American Brake Shoe & Foundry.—Co. 
is finishing and shipping 1,200 shells daily. 
Its munitions order calls for 250,000 9.2-inch 
shells by close of the year. Earnings larg- 
est on record, net on the $5,000,000 preferred 
being at rate of well over 20%. This issue 
receives all benefits after 7% is paid on 
common. Capital readjustment will not be 
se up until completion of munitions 
order. 


American Brass Co.—Reported capital 
stock will be increased from $15,000,000 to 

5,000,000 through stock dividend of 6634%. 

onsumption by co.’s mills said to be about 
35,000,000 Ibs. of copper per month. Co. is 
showing record-breaking earnings. Cash 
dividends are 5% quarterly. 


American Ice.—May earnings represented 
substantial increase compared with May, 
1915. Co. is in position to turn out more 
ice than at any time in its history. 


American Malting.—Gross sales in first 
9 mos. of fiscal year ended May 31 in- 
creased 2,250,000 bushels over 1915, the 
ain amounting to $1,500,000. Net to Apr. 

increased $200,000. Co. will shortly an- 
nounce issuance of $1,500,000 10-year 5% 
bonds to take up part of the 6% issue due 
June 1, 1917. 


American Tobacco.—Gross and net for 
April and May ran better than first 3 mos. 
of 1916. Estimates for full year are 24% 
on common. The co. is carrying a surplus 
well above $35,000,000. 


American Woolen.—Total war business 
booked in June amounts to over $2,000,000. 


Atlantic Gulf & West Indies.—Net profits 
of $861,315 in April new high record. The 
net income for the four mos. ended April 
30 was $2,033,702. When co. has completed 
construction program it will have in service 
300,000 tons of boats, exclusive of 153 tugs 
and lighters. If present rate of earnings 
continues gross this year will show gain of 
50% over 1915. 


Bliss (E. W.).—Declared extra dividend 
of 114% on common stock in addition to 
regular quarterly dividend of 14%. In the 
last three quarters co. has paid 373%4% on 
the stock. Regular quarterly dividend of 
2% was declared on the preferred. All divi- 
dends are payable June 22. Plans are under 
consideration to merge this co. with Poole 
Engineering & Machine Co. and another 
munition company. 


Central Leather.—Declared regular quar- 
terly dividend of 1% and extra dividend of 
1% on common stock payable Aug. | to 
stock of record July 10. Earnings for quar- 
ter ended March 31 were equal to 4.90% on 
the common, or 20% per annum. June 
quarter expected to show new high mark. 

Chalmers Motor.—Vice-pres. of co. states 
earnings are running better than $300,000 
per month and that in five mos. the sales 
were more than twice the onpmente of any 
one year’s business. The co. has announced 
a new seven-passenger Mercer type body 
at $1280, which is reported highly successful. 

Chevrolet Motor.—Unfilled orders are re- 
ported 1000% ahead of a year ago. June 
output ran about 385 cars a day. Plans for 
new assembling plants throughout the coun- 
try are steadily progressing. Co. reports 
cash position covering cash and transit 
items as of June 10, $6,826,037, an increase 
since April 1 of $881,651. 

Corn Products.—Declared regular quar- 
terly dividend of 14% on preferred stock 
payable July 15 to stock of record July 3. 
Federal Court decided against this company 
in suit for its dissolution brought by the 
U. S. Government under the Sherman anti- 
trust law. The case will be taken to the 
U. S. Supreme Court. 


Crucible Steel.—Declared regular quar- 
terly dividend of 134% on preferred stock 
and extra dividend of % of 1% to apply on 
back dividends on preferred. 

Cuban-American Sugar.— Expected to 
produce during present crop season 1,800, 
bags of sugar against 1,477,000 bags last 
year. Earnings this year estimated at $110 
per share for common stock after payment 
of 7% preferred dividend. 

Cuba Cane Sugar.—Has acquired Stewart 
Sugar Co. without increasing capitalization. 
This cost will be met out of surplus profits. 
Cuba Cane expected to earn about $17,000,- 
000 during 1916 above the preferred divi- 
dend. The acquisition of Stewart Sugar 
will increase co.’s production about. 15%. 

Dodge Bros.—Reported to have sold $63.- 
000,000 of cars in one and one-half years, 
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ranking them fourth in this country in the 
production of automobiles. 


Dominion Steel Corp.—Pres. Workman 
states with respect to orders ahead for steel, 
that they were sold up to the end of the 
year. The report of the co. for the year 
ended March 31, 1916, shows the amount 
available for dividends $3,995,225, which is 
equivalent to 10.2% earned on the outstand- 
ing share capital of the co. 


Emerson Phonograph.—An official of the 
company says that even if earnings were 
such as to justify the payment of dividends 
at this time, it is the consensus of opinion 
of the board of directors that the company 
should build up a strong cash surplus in 
anticipation of very large fall - business. 
Definite date for dividend action has, there- 
fore, not yet been considered. 


Goodrich Co. (B. F.).—Official of this co. 
states that of the 12,000,000 tires for motor 
cars and trucks made and sold in America 
in 1915, one-fourth were made by Goodrich. 
An idea of the amount of crude rubber con- 
sumed by this co. annually may be gathered 
from the fact that it turned out more than 
130,000,000 pounds of rubber products in 
1915. 


Grant Motor Car Corp.—Is understood to 
have received an order for 4,500 cars from 
a Paris automobile company. 


Guantanamo Sugar.—Has declared an 
annual cash dividend of 12%, or $6 per 
share, and a stock dividend of 9%, or $4.50 
a share, both payable July 1 to stock of 
record June 20. The stock dividend will be 
paid on the basis of par $50. Last year. this 
co. declared a cash dividend. of 12% and a 
stock dividend of 10%. 


Gulf States Steel—Declared initial quar- 
terly dividend of 14% on second preferred 
stock, payable Aug. 1 to- stockholders of 
record July 1. Net earnings for May were 
$204,890, or $787,912 for the 5 mos. Un- 
filled orders are the largest in the co.’s his- 
tory. Work on the ore slope of this co., 
under way for three years, is nearing com- 
pletion. It is expected the first ore will be 
taken out in August. 


International Mercantile Marine.—Under- 
stood to have about $77,000,000 cash on hand 
June 30, or sufficient to wipe out its entire 
bonded debt. On May 31 co. is estimated 
to have had a cash balance of $67,000,000. 
Net for June and payment of from $2,000,000 
to $4,000,000 on recent sale of two ships to 
Japanese interests brings the total to about 
$77,000,000. Preliminary draft of rehabili- 
tation plan of this company is in print, but 
will yndergo minor changes before it is 
made public. It provides in a general way 
for restoration of the company’s original 
stock basis, leaving the preferred stock 
with 80% accrued back dividends. It is 
provided that the new board of directors 
shall determine the payment to be made on 


the preferred. There will be $40,000,000 
new first mortgage 30-year sinking fund 
bonds, against $70,000,000 in the old com- 
—_ The amount of notes has not been 
xed. 


International Steam Pump.—May book- 
ings were the largest in the history of the 
company. Unfilled orders on the co.’s 
books at the end of that month were more 
than 500% greater than on the correspond- 
ing date last year, and the co. has suffi- 
cient work on hand to keep it operatin 
capacity for more than a year at all of ts 
plants. The labor troubles of this co. now 
appear settled, and the question of securing 
raw materials is not as acute as it was 
months ago. 


Kapo Mfg. Co.—United States Army offi- 
cials have placed a repeat order with this 
co, and other vermin-proof mattress or- 
ders are coming in from the preparedness 
camps throughout the country. 


Kresge Co. (S. S.).—Declared dividend 
of A on common stock, the first since 
reincorporation under the laws of the state 
of Michigan. Total sales of this co. for 
first 5 mos. of 1916 were $9,223,837, as com- 
pared with $7,339,450 a year ago, an in- 
crease of more than 25% 


Lackawanna Steel—May net earnings 
showed a new record, and June should be 
even larger, so that profits for the second 
quarter may be estimated not less than 
$3,250,000, or over 9% on the $34,750,000 
stock. Co. is booked up practically until 
the middle of next year. 


Laconia Car.—Directors have deferred 
any action as to resumption of preferred 
dividends. There is 154% of unpaid divi- 
dends accumulated on the 10,000 preferred 
shares. The co. at present has over $2,000,- 
000 gross business booked, of which less 
than half is in munitions. A $35,000 order, 
the largest single one ever handled by its 
malleable iron department, has recently 
been received from Interborough Rapid 
Transit Co., and the four leadin Rew Eng- 
land railroads have renewed & the last 
half of this calendar year their arrange- 
ments for buying $20,000 to $25,000 worth 


of malleable per month. 


Lindsay Light.—Report for year ended 
ae 31, 1916, shows net profits $202,120 

ainst $42,291 in 1915, and surplus of 
é 9411. The gain is almost entirely in do- 
mestic business, including thorum, which 
the co. formerly imported from Germany, 
but now supplies to itself with some left 
over for export. 


McElwain Co. (W. H.).—Net earnings for 
year ended May 31 were $900,000, com- 
pared with $648,586 the previous year. This 
is the best year in co.’s history. Excellent 
shoe business is promised this co. for 
months to come, 
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Maxwell Motor.—Co. is planning to turn 
out about 90,000 cars in next year, which 
will be about 50% increase. 


Midvale Steel—Closed contract with 
Japanese Government for 10,000 tons of 
steel ship plates for delivery before Jan. 1 
next at $80 per ton. Co. has just completed 
a blast furnace at the Johnstown plant of 
the Cambria co. at a cost of about $1,000,000. 
The rifle plant is bong gradually whipped 
into shape so that the output is being 
rapidly increased and by Sept. 1 the. plant 
should be turning out about 6,000 rifles a 
day. It is not believed that Midvale intends 
to declare a dividend in July, notwithstand- 
ing that earnings are now running at the 
rate of about $18 a share on the present 
price of materials that are being turned out. 


Motor Products Corporation.—Board of 
directors will include: Wm. C. Rands, 
Dwight B. Lee, Charles F. Jensen, all of 
Detroit; Halstead H. Seeley, of Ann Arbor, 
and Sol Wexler, of J. S. Bache & Co. W. 
C. Rands will be president. Tangible assets 
of the company aggregate over $2,500,000, 
. or equal to $35 per share of stock. 


National Lead Co.—Sales this year have 
been very satisfactory. Record business has 
been done in all products except white lead, 
which has been unfavorably influenced by 
the backward season. It is hoped the de- 
mand for this will improve as the summer 

rogresses. U. S. Cartridge Co., in which 

ational Lead holds an important stock 
interest, is running at capacity, employin 
between 8,000 and 9,000 hands, against 
in the early part of 1914. 


National United Motors Corp.—Negotia- 
tions for the merger of 15 corporations man- 
ufacturing automobiles are said to have been 
completed. The new combination will be 
underwritten by large New York and West- 
ern bankers and will have a capital of 
$75,000,000. 

New York Air Brake.—Understood co. 
will have cash on hand Aug. 1 of at least 
$60. a share for its $10,000,000 stock. It is 
estimated to be earning at the present time 
11% on its stock from regular equipment 
business. War business should swell net 
profits to $70 per share for the fiscal year. 


Packard Motor Car Co.—Declared 50% 
stock dividend on common stock. There is 
$7,771,830 common now outstanding. Of 
the present $13,000,000 common authorized, 
about $1,350,000 will remain unissued after 
distribution of the stock dividend. It is 
estimated co. will earn 40% on the increased 
stock this year. 


Paige-Detroit Motor.—Net tangible assets 
of this co. as of June 1, with the full $1,000,- 
sis stock outstanding, were $1,504,497, or 

1, 


r $10 share. Estimated earnings of 

,000 Sis yee compare with 1915 earn- 
ings of $654,000. Stock is now on a divi- 
dend basis of 3% per month. 


Pittsburgh Steel—Net earnings for 10 
mos. ended April 30 were nearly 44% on 
the $7,000,000 common stock after deducting 
dividends on the $10,500,000 preferred. This 
indicates earnings of over 55% on the com- 
mon for the fiscal year. 


Pressed Steel Car Co.—Has closed order 
for 100,000 shell forgings for 9.2-inch shells 
at a price in neighborhood of $2,250,000. 
Co. is now —— on an order for 2,000 
cars for French Government. 


Scoville Mfg. Co:—Declared an extra divi- 
dend of 10% in addition to regular quarterly 
dividend of 2%, both payable July 1 to stock 
of record June 24. This makes 52% co. has 
paid in dividends thus far this year. 


Standard Screw Co.—Declared regular 
semi-annual dividend of 3% on common 
stock and an extra dividend of 3%. Regular 
semi-annual dividend of 3% on the class 
“A” preferred and 31%4% on class “B” have 
also been declared. All dividends payable 
July 1 to stock of record June 23. 


Stutz Motor Car Co.—The new Stutz Mo- 
tor Car Co., which is being orgaaized by 


’ Allan A. Ryan and associates, will have an 


issue of 75,000 shares of stock, no par value, 
of which 37,500 shares have been syndicated, 
and will be offered for subscription at $55 
a share. Additions to present plants of the 
co. in Indianapolis will soon be completed 
and output will be increased between 50% 
and 100%. 


United Cigar Stores.—Co. plans extensive 
advertising compeign which will call for ex- 
penditure of $250,000. 


United Fruit Co.—It is estimated earnings 
for June will be better than 4% on the. 
$48,000,000 stock. During the 7 mos. to May 
31 co. earned profits large enough to take 
care of entire year’s interest charges, a full 
year’s dividend of 8% on the stock with a 
balance of nearly 3% to the good. 


United Shoe Machinery Co.— Declared 
regular quarterly dividend of 50c. and 6% 
extra in cash ($1.50) and 6% in Plant Co. 
preferred on the common stock. The usual 
quarterly dividend of 37%c. was declared 
on preferred stock. . 


U. S. Steel.—Estimate of earnings for sec- 
ond quarter range around $70,000, 


Woolworth Co. (F. W.).—Five mos.’ sales 
ended May 30 were $30,389,065 against $26,- 
390,022 for the same period of 1915. Co. 
has retired $500,000 par value of its 7% 
cumulative preferred stock, reducing the 
outstanding stock of that issue to $13,000,000. 


Westinghouse Electric—Co. has made its 
first shipment of rifles on order of 1,800,000 
for the Russian Government, and is nego- 
oa with New York, New Haven & Hart- 
ford for construction of 100 locomotives to 


cost $5,000,000. 
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St. Louis & San Francisco 


H. W. F., N. Y. City—The St. Louis & 
San Francisco reorganization provided for the 
payment of $5 per share at the time of deposit- 
ing stock. The depositor also agrees to pay 
at the time of the expiration of the loan to 
be made by the loan syndicate an additional 
$45 plus accrued interest on the bonds re- 
ceived, which entitles the holder to a purchase 
warrant and the following securities, per 
share: . 

$50 prior lien “B” 5s, or cash at 85 flat, in 
lieu of bonds not delivered; 

$82 in common stock, that is to say, upon 
the payment of the additional $45, the de- 
positor will either get $50 par value in 5% 
bonds or $42.50 in cash and $82 par value in 
common stock. If the bonds are given instead 
of the cash they should have a market value 
of close to $85. 

The net assessment paid by the. stock- 
holders, therefore, would amount to about 

The new stock selling at $17 would 
give a market value to the stock received by 
the old stockholders who paid the assessment, 
of $13.94 which is 82% of $17. Deduct from 
this the net assessment of $7.50 and the bal- 
ance is $6.24. This compares with the present 
market price of St. Louis & San Francisco old 
common stock of around $5. St. Louis & San 
Francisco is showing excellent earnings and 
we believe it will turn out profitable for stock- 
holders to pay the assessment. 


Distillers Securities 

H. M. D., Danville, Va—The par value of 
Distillers Securities is $100. It is paying 6% 
per annum at the present time. Under normal 
conditions this company has shown a rather 
poor earning power. For the year ending 
June 30th, 1916, it is estimated it will earn 
10%, but these earnings are largely due to the 
increased sale of alcohol which has com- 
manded a very high price because of the war. 
It is uncertain what earnings the company will 
be able to show when this demand for alcohol 
is over. We are not inclined to the opinion 
that this stock will advance very much from 
present levels of 48%. 


Grant Motor 


G. C., Joliet, 1.—Grant Motor Car Co. for 
the first quarter of 1916 reported net earnings 
of $138,181 on total shipments of 2,059 cars. 
There is $1,000,000 7% preferred stock out- 
standing, and $2,000,000 common. The par 
of the preferred is $100, and the par of the 
common $10. It is our opinion that the boom 
in the automobile industry has about reached 
the top.. The production of cars has greatly 
increased and sooner or later will exceed the 
demand. When this occurs, the profits that 
many of the automobile companies are now 
showing will be certainly less. 


Cuba Cane Sugar 


_ 0. G. S., Chicago, Ill—Cuba Cane Sugar 
is highly speculative, but in view of the 
high prices prevailing for sugar, the com- 
pany is making exceedingly large profits and 
it is estimated that in 1916, as much as $25 
per share will be earned. In a sense, Cuba 
Cane Sugar is a war stock as it is quite 
likely that there will be a decline in the 
price of sugar, once the war is over. We 
deem it dangerous to hold too much of this 
stock and our suggestion would be to get 
out of at least part of your holdings and 
protect the balance with a stop loss order. 
It is difficult to form any opinion as to how 
low the stock may drop. It has been pretty 
well distributed to the public and should 
stocks continue to decline, there may be a 
heavy liquidation in this stock which would 
— it considerably below its intrinsic 
value. 


Toledo, St. Louis & Western 


S. A. S., New York City—Toledo, St. Louis 
& Western, for the year ended June 30th, 
1916, will show earnings sufficient to pay all 
bond interest and leave a balance of $200,000 
or $300,000. This compares with a deficit after 
all interest charges of $547,905 in 1915. The 
company is in rather poor financial condition. 
As of June 30, 1915, current liabilities ex- 
ceeded current assets by $674,856. Since that 
time, receivers’ certificates have been issued 
but. funds received from these were used up 
in improving equipment so that the financial 
condition of the company has probably not 
improved much. 

Toledo, St. Louis & Western R. R. issued 
$11,527,000 collateral trust bonds when it 
acquired Chicago & Alton stock and this stock 
was deposited as security for the bonds. The 
contention has been made that if “Clover Leaf” 
would rid itself of Chicago & Alton stock 
and these bonds, it would be in reasonably 
good shape. This is probably true, but it is 
hardly likely that collateral trust bond hold- 
ers would accept any such proposition. They 
might be induced to relinquish their interest 
in Toledo, St. Louis & Western if given the 
Chicago & Alton stock and a bonus in cash. 
Chicago & Alton has been showing heavy 
deficits the last several years and this year 
will probably just cover interest charges. 

The entire situation is rather involved, but 
taking a general view it appears that Toledo, 
St. Louis & Western will require a consider- 
able amount of cash to put it in good finan- 
cial shape and also to cut loose from the col- 
lateral trust bonds. It is decidedly uncertain 
whether or not the common and preferred 
stock will get by without an assessment. At 
present prices of 11 for preferred and 5% 
for the common, these stocks appear to have 
speculative possibilities but there is consider- 
able risk involved and our suggestion would 
be not to tie up much money in them. 
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J. I. Case 


M. A. K., Albany, N. Y.—J. I. Case 
Threshing Machine Co. makes the Case 
automobile. Its principal business, how- 
ever, is the manufacture of harvesting ma- 
chinery. In past years the company has 
earned its preferred dividend with a good 
margin to spare. In 1914, however, the 
company’s showing was not so good and 
preferred dividend of $850,000 was earned 
with only about $100,000 to spare. In 1915 
the company did much better, earning its 
preferred dividend with $1,081,325 to spare. 
The outlook for the harvester companies, 
however, is now much improved, and the 
dividend on this stock appears to be in no 
danger for some time at least. The com- 
pany is in good financial condition. In view 
of the fact that the margin of safety over 
the preferred dividend is not very great, we 
would hardly consider the stock a conserva- 
tive investment. We regard it as a good 
semi-speculative investment. 


Seaboard Air Line 

A. H. W., Harrisburg, Pa—Seaboard Air 
Line is showing remarkably good earnings. 
For nine months ended March 3lst, 1916, the 
net was $1,400,000 ahead of previous year. 
The south is one section of the country 
that does not fear the end of the war, as that 
will mean an increased demand for cotton, 
which will come from the Central Empires. 
At 16%, Seaboard Air Line appears to be 
selling at a conservative price, and while we 
are not looking for much of an immediate up- 
ward move, we believe the stock should ulti- 
mately work higher. We are inclined to pre- 
fer it to Southern Railway common. 


Loose-Wiles 

A. L. P., N. Y. City —Loose-Wiles Biscuit 
for the year ended December 31, 1915, re- 
orted a deficit after preferred dividends of 
1,507. This poor showing was due to 
particularly unfavorable conditions prevail- 
ing foe this company. The price of flour 
and other materials was much higher, and 
the company was unable.to increase the 
price of its products. Conditions are not 
very likely to take a change for the better 
until the war is over, and for this reason 
we do not look for an immediate advance 
in the second preferred stock. In fact, it 
may go somewhat lower if the war should 
last considerably longer. In other words, 
this stock has good future prospects but we 
do not believe the time has yet arrived to 
purchase it. 

pm 


Amer. Beet Sugar 


C. E. N., Chicago, Ill_—American Beet 
Sugar at present prices of around 94 must be 
regarded as decidedly speculative. The com- 
pany has not assets back of the common equal 
to its present market price. The reason the 
stock is selling so high is because the earning 
power of the company at the present time is 
very large. For the year ended March 3lst, 
1916, 19.17% was earned on the common stock 
and current earnings are reported to be very 
excellent. These earnings, of course, must be 
regarded as abnormal because of the very 
high price prevailing for sugar. How long 
this price will be maintained is uncertain. 


Central Leather 

G. F. D., N. Y. City.—Central Leather 
in 1915 earned 11% on its common stock. 
Earnings for the first quarter of 1916 were 
at the rate of 20% per annum. In this con- 
nection it must be remembered, of course, 
that earnings in the leather business are 
subject to large fluctuations, and whether 
this company can maintain the present rate 
of earnings for the balance of the year it is, 
of course, uncertain. This company is in 
excellent financial condition and its man- 
agement is highly regarded. The stock was 
recently put on a $4 per annum basis. 


Midvale Steel 

F. J. C., Pottstown, Pa—Midvale Steel 
has $100,000,000 stock outstanding, par 
value $50. Careful estimates made of the 
assets of this company indicate that they 
are conservatively worth the present capi- 
talization of the company, that is to say, 
the stock is intrinsically worth at least $50 
per share, which does not, of course, take 
into account the enormous profits the com- 
pany has in sight in view of the boom in 
the steel trade. Some of the most experi- 
enced steel men in the country are at the 
head of this company, and we believe that 
you would do well to average your hold- 
ings. The working capital of Midvale Steel 
is said to be well over $40,000,000. 


Tobacco Products 


C. L. S., Baltimore, Md.—Tobacco Prod- 
ucts has $7,000,000 preferred and $16,000,- 
common stock outstanding. This is a 
holding company and it does not report the 
earnings of its subSidiaries. Interest and 
dividends received from subsidiary com- 
panies, however, have been sufficient to 
cover the preferred dividend and leave a 
small balance for the common. 
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Canadian Securities 


A New Investment Field Opened by War—Canada’s Wealth 
and Growth—Opportunities Offered to the American 


Investor. 





By OUR CANADIAN CORRESPONDENT 








(The facts, figures and conclusions contained in the following articles are 
based on the most reliable sources of information in Canada, including official 
records and prominent financial authorities.—Editor. ) 








HEN Canada offered its $75,000,- 
000 loan in New York in March, 
it obtained a surprisingly good 
price. At the time of the flotation, the 
Anglo-French issue stood at a discount 
but despite that adverse factor the 
Dominion floated its issue at an aver- 
age of 5.36 per cent. interest basis yield 
to the investor, as compared with 5,48 
per cent. in the case of the $100,000,- 
000 domestic loan which Canada mar- 
keted last Fall. In short, the Domin- 
ion sold in this (to Canada, a foreign) 
country, a loan three times as large as 
the largest loan it ever attempted in 
the London market at 0.12 per cent. bet- 
ter than its recent internal loan. Sir 
Frederick Williams Taylor, general 
manager of the Bank of Montreal, 
stated at the time that “no other for- 
eign country in the world could bor- 
row on such favorable terms in the 
United States.” 


New York Canada’s Banker 


Only since the outbreak of war has 
this country purchased Canadian se- 
curities to any great extent. The 
change of Canada’s bankers from Lon- 
don to New York, was directly due 
to the war. The London market be- 
came closed to practically all flota- 
tions except those for war purposes. 
During the financial crisis from Au- 
gust to November, 1914, Canada, like 
most other countries, was unable to 
market any of its securities. In De- 
cember of that year, it turned to the 
United States and without difficulty 
sold in that month $26,000,000 of its 


high-grade securities. While this coun- 
try has for many years obtained about 
60 per cent. of Canada’s import trade, 
its purchases of Canadian high-grade 
bonds have been as low as 3 per cent., 
and never more than 15 per cent. un- 
til last year, when we took 68 per cent. 
of all the bonds, government, munic- 
ipal and corporation, sold by the Do- 
minion. This year, we shall probably 
buy 80 per cent., the remaining 20 per 
cent. being absorbed by Canadian in- 
vestors. Great Britain for the first 
time in many years probably will not 
make a single purchase. 

According to the records of The 
Monetary Times, the loans made by 
the United States to Canada since the 
war started have totalled, to the mid- 
dle of June, 1916, approximately $288,- 
000,000 divided in the following classes: 
Government, federal and provincial, 
$176,000,000; corporation, $59,000,000; 
municipal, $53,000,000. Total $288,- 
000,000. The Dominion government and 
the eight provincial governments which 
have been into our market this year, 
have been able to effect their borrow- 
ings at an average of slightly over 
a 5 per cent. interest basis. Every is- 
sue made here has had an excellent 
response and many of the 5 per cent. 
issues subsequently went to a prem- 
ium. 

Interest in Canadian Securities 


The interest of United States inves- 
tors in good Canadian bonds and stocks 
is a development welcomed by respon- 
sible authorities, both in Canada and 
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in this country. While the Anglo- 
French bonds were standing at a dis- 
count, the Canadian loan continued to 
appreciate and went to a premium of 
over 5 points. There are practical 
and sentimental reasons for this con- 
dition. One section of North America 
is loaning funds to another section. 
In both lending and borrowing coun- 
tries, conditions are much the same, 
trade relations are strong; there is a 
considerable interchange of traffic ; and 
the investor here may easily visit the 
country to the North, where his funds 
have been placed. Despite war condi- 
tions no passports are required in the 
Dominion and the trip is as simple to 
make as say from New York to Chi- 
cago. The good record of Canadian 
securities is another excellent reason 
for patronage of these investments. 
The first Dominion loan in this coun- 
try was one of $45,000,000 floated in 
July, 1915, which had a good reception 
as did the second issue of $75,000,000 
made last March. We shall probably 
be offered a third loan of from $75,- 
000,000 to $100,000,000 early next year 
and even if the United States is un- 
fortunately engaged in warfare at that 
time, there is little doubt that a Can- 
adian loan would nevertheless receive 
a good response. 

Back of the remarkable confidence 
which has been displayed by the Brit- 
ish investor in Canadian securities and 
is now being developed by the United 
States investor, is knowledge of the 
extensive natural resources and pro- 
ductive power of the Dominion. Dur- 
ing the past fifteen years particularly, 
it has made great strides in every di- 
rection. The agricultural lands of the 
Western provinces have received a 
large volume of settlement and have 
shipped out a heavy volume of agri- 
cultural products. New towns have 
sprung up throughout the country and 
old communities have been enlarged. 
Notwithstanding the period of activ- 
ity during the past few years there 
are still several millions of acres of 
fertile lands yet to be settled and the 
general productive power of the coun- 
try is not anywhere near its peak. 
After the war it is likely to receive 


more capital and well directed immi- 
gration, and as Sir George Paish has 
said, its productive power will then 
astonish even its most ardent admirers. 


Canada’s Wealth 


Only a few years ago our university 
professors were using Canada as “the 
horrible example” in their treatises on 
the subject of trade balances. For 
many years Canada has been a heavy 
borrower, its imports greatly exceed- 
ing its exports. This caused an unfa- 
vorable trade balance to swell rapidly. 
In 1913, for instance, the Dominion had 
an unfavorable balance of $293,000,000. 
Then came the sharp readjustment of 
conditions, the change from a lengthy 
period of construction to what will 
prove a gratifying era of heavy pro- 
duction. The outbreak of war (al- 
though Canada is participating in it) 
has substantially assisted the Domin- 
ion in this matter of trade balance. 

In less than two years the balance 
has been completely reversed. This is 
best shown in the trade statistics of 
the four latest fiscal years which end 
on March 31: 

Two Fiscal Years Two Fiscal Years 

Merchandise 


Before the War tp | War 
(1915 and 1916) 
DEBOTED ccocccecese $963,000,000 


(1913 and 1914) 
$1,288,000,000 000, 

Exports 832,000,000 1,241,000,000 

Canadian Manufacturers and War 

Orders 

The output of Canadian factories in 
one year is approximately $1,400,000,- 
000. Some idea of the productive pos- 
sibilities of its industrial plants is 
gathered from the figures representing 
exports of Canadian manufactures. 
Three years ago they totaled $43,000,- 
000. For the last twelve months the 
total was $242,000,000, practically five 
times greater. Part of this increased 
volume of exports is due to the num- 
ber of war orders received. Their 
value to date is reliably estimated at 
$800,000,000. During the current cal- 
endar year, if the war continues, the 
orders filled in 1916 will total $600,- 
000,000. Those industrial companies 
which suffered, in the natural order 
of things, during the transition period, 
from the construction to the produc- 
tion era, are now ange t themselves 
in an enviable position. ey are pay- 
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ing dividend arrears, are setting aside 
strong reserve funds to withstand any 
adverse effects in the industrial world 
when the war closes, and they are 
liquidating their bank loans. One may 
pick out a dozen prominent industrial 
concerns whose bank loans and over- 
drafts prior to the war ran into many 
millions, and whose debts have now 
been wiped off. 
When Peace Comes 


When peace comes, Canada’s indus- 
tries generally will be in an excep- 
tionally strong position. Not only 
that, for the manufacturers are pre- 
paring to build up an important ex- 
port trade to take the place of the 
piesent war orders, and the Canadian 
government is assisting this enterprise. 
This year will probably see the begin- 
ning of the establishment of an ex- 
tensive shipbuilding industry in Can- 
ada, under a government scheme which 
will bonus new tonnage. 

All the leading interests, govern- 
ments, bankers, manufacturers, farm- 
ers are looking ahead to meet the 
problems which will come at the close 
of the war. The result of this pre- 
paredness naturally will act favorably 
upon the national position and its rela- 
tion to credit and securities. The steel 
industry has shared the present indus- 
trial activity and will be the backbone 
of the proposed shipbuilding industry. 
The combined manufacturing profits 
of the three largest Canadian steel 
companies in their latest fiscal periods 
were 70 per cent greater than in any 
previous year. Their net profits avail- 
able for dividends, after deduction of 
all charges, were approximately 110 
per cent greater. 

Railroads of the Dominion 

Canada is well supplied with rail- 
roads, having three transcontinental 
systems. The Dominion and _ the 
Provincial governments are vitally in- 
terested in their operation. The Do- 
minion government owns 40 per cent 
of the stock of one of the roads and 
has built half of another. The various 
governments have made land grants 
and cash loans’to the various roads 
and have guaranteed many of their 








bonds. It will not be surprising to 
see within two years a scheme of rail- 
road nationalization put into effect. 

The financial position in the Domin- 
ion is good. That fact is reflected in 
the excellent response to Canadian 
loan offerings, which have had the 
backing of the most reputable finan- 
cial houses in this country and in 
Great Britain. Sir Thomas White, the 
Canadian finance minister, stated dur- 
ing the course of his budget speech, 
in February last, that “Canada in fu- 
ture years of peace, with the prosper- 
ity which will be her heritage from 
the development of unbounded re- 
sources, will be well able to meet the 
interest and sinking fund charges upon 
such debt as we shall be obliged to 
incur in defense of our country and 
its liberties.” In short, the Canadians 
have every confidence in being able to 
run their country in a proper way and 
to meet the charges on their war debt. 
The Canadian government’s policy, 
with the interests of national duty and 
the maintenance of credit in view, is 
to provide what the country reason- 
ably can without impairing its eco- 
nomic strength. It does not propose 
to place a heavy taxation burden upon 
the community because the country is 
inviting capital and immigration, and 
the settled policy has been enunciated 
that in providing war expenditure, re- 
sort will not be had to taxation upon 
the farms, personal effects or incomes 
of those engaged in the great basic 
industry of agriculture. 


Financial Position 


As has been said by Mr. Fred W. 
Field, editor of The Monetary Times 
(to an interview with whom, in To- 
ronto, we are indebted for many of 
our facts and figures), “there must not 
be lack of confidence in the Canadian 
position. Nor must we forget the 
costly mistakes of the past. The best 
reasons exist for the strongest possi- 
ble faith. A wholesome readjustment 
of affairs has been proceeding now for 
nearly three years. Canada should emerge 
after the war a streng, young nation, 
having had some excellent experience, 
and worthy of high confidence.” 





































































Bond Inquiries 





Pierce Oil 6’s 

J. H. J., Pittsburgh, Pa—There are $9,- 
900,000 Pierce Oil Corporation 6% convertible 
bonds outstanding. A sinking fund of $200,- 
000 per annum starts on these bonds July 1, 
1916. For the year ended December 31, 
1915, the company earned its interest charges 
with a fair margin to spare. The current 
year’s earnings, however, have shown a dis- 
tinct improvement, and for the quarter ended 
March 31, 1916, net earnings were $750,000. 
This is at the rate of $3,000,000 net per an- 
num, and sufficient to pay the interest on the 
bonds five times over. These bonds must be 
regarded as speculative, because in the past 
the company has not always earned its inte- 
rest charges. As a speculative bond, how- 
ever, we believe it has excellent possibilities 
of appreciating in value from present prices 
of 83. This bond is not listed on the New 
York Stock Exchange but is dealt in over the 
counter, and on the New York Curb. The 
bonds are payable at maturity July 1, 1924, 
2 and are convertible into stock at par, 





Midvale Conv. 6’s 


G. H. C., Boston, Mass.—Midvale Steel con- 
vertible 5s are a high grade investment bond. 
Security behind these bonds. is very high. 
They are convertible into stock at $100, that 
is to say $1,000 par value of the bonds can 
be converted into $500 par value of the stock 
—the par of the stock being $50. In other 
words, the stock would have to go over $100 
for the privilege to be valuable. 





Seaboard 6’s 

G. W. J., Baltimore, Md.—Seaboard Air 
Line 6’s are a new issue of a fairly pros- 
perous railroad which, with returning pros- 
perity, should show better earnings. They 
are so new that the issue is not as yet com- 
pletely marketed. For that reason we 
should consider them in the class of busi- 
ness men’s investments. 





Cal. Street Improvements 


V. J. C., New Haven, Conn.—We have 
little information regarding the Oakland 
Street Improvement Bond ompany which 
advises the sale of 7% California Street 
Improvement bonds. So far as we are 
aware none of these bonds have been 
handled by eastern bond houses and we do 
not advise their purchase unless you can 
make a personal investigation of the dis- 
tricts and property affected by the improve- 
ments. We understand that many of these 
bonds are not general obligations of muni- 
cipalities, but are in the same class as 
ordinary assessment bonds, which should 
never be purchased without a knowledge 
of the locality and property improved. 
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Amer. Power & Light 6’s 
L. K., Brewster, Mass.—American Power & 
Light 6% notes are a high grade public util- 
ity security. It can be regarded as reasonably 
safe as to principal and interest. 





Interborough Refunding 5’s 

W. K. W., Woodbury, N. J.—Interborough 
Rapid Transit Refunding 5s can be regarded 
as a reasonably safe investment. The agree- 
ment the company made with the city pro- 
vides that interest on these bonds be paid 
and a certain sum set aside which will be 
sufficient to provide for the amortization of 
the bonds before maturity, before the city or 
the Interborough Consolidated Company get 
anything. We believe this bond is as attract- 
ive as any yielding 5%. Two others we might 
suggest as having just as much merit, are the 
new Midvale Steel 5s selling around $97, and 
American Can debenture 5s selling around 


$9914. 


Three Railroad Obligations 


J. H. V., Brooklyn, N. Y.—Wichita Falls 
and Northwestern 5s of 1940, which are the 
first and refunding 5s are quoted at about 
50. These bonds are outstanding at the 
rate of $7,900 per mile subject to prior 
liens of $21,000 per mile. The ultimate 
value of these bonds will be affected by 
the reorganization of the Missouri, Kansas 
& Texas. We have been unable to secure 
separate earnings for the Wichita Falls 
Company. Your bonds are secured by a 
first mortgage on 168 miles of railroad in 
Oklahoma, a third mortgage on 118 miles 
in Oklahoma, and a collateral lien on some 
92 additional miles of railroad. Denver & 
Rio Grande first and refunding 5s. There 
are $33,617,000 outstanding, This company 
was adversely affected by the receivership 
of the Missouri Pacific and. its credit has 
been somewhat curtailed by its guarantee 
of the Western Pacific of certain of its 
bonds. The first and refunding 5s are 


quoted at about 55. The Western Pacific, 


foreclosure proceedings will wipe out the 
25,000,000 second 5s and the $50,000 West- 
ern Pacific capital stock which is deposited 
under these bonds. Chesapeake & Ohio 
Railway Company first 5s are guaranteed 
by the Chesapeake & Ohio by endorsement. 
The latter company has agreed to purchase 
for cash at par $3,000,000 of the Chesapeake 
& Ohio Northern stock and such additional 
stock as may be necessary to complete a 
bridge over the Ohio River and the road 
to Waverly. Your bonds, of which there 
are outstanding $1,000,000, are secured by a 
first mortgage on the bridge and on 30 
miles of railroad under construction from 
Edington to Waverly, Ohio, and connect- 
ing point with the Norfolk & Western. 
These bonds are quoted at about 98 to 
100. We believe them to be all right. 
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Columbia Gas & Electric Co. 


Company Now Owns or Controls Ten Per Cent of Gas 
Acreage in This Country — Electrical Department 
Growing—Surplus Earnings Running at the Rate of 
Over Ten Per Cent on Market Price of Stock—Success- 
ful Financing of Last Year. 





By DAVID SCHUMACHER 





WO important developments have 
occurred in connection with the 
Columbia Gas & Electric Co. 

within the last year and a half, to pldce 
that company in the strong financial 
position toward which the present 
management have been trying to place 
it, and to put the company in a posi- 
tion where the possibilities for the fu- 
ture are exceptionally bright. One of 
these developments was in connection 
with the modification of the company’s 
lease with the Cincinnati Gas & Elec- 
tric Co. Through this modification 
there was authorized an issue of $15,- 
000,000 Cincinnati Gas & Electric Ist 


plied for power purposes the import- 
ance of this is not to be underesti- 
mated. 


United Fuel Gas Acquisition 


The other development noted was 
the acquisition about a year ago of the 
control of the United Fuel Gas Co. 
This involved the sale of the Columbia 
Gas & Electric holdings of preferred 
and common stocks of the East Ohio 
Gas Co. for which it received in ex- 
change $1,849,952 in cash and 51 per 
cent., or $4,590,000 of the $9,000,000 cap- 
ital stock of the United Fuel Gas Co. 
In this acquisition the company secured 








COLUMBIA GAS & ELECTRIC 
{A Four-Year Record] 


Gas customers 
Gas production 
Electric customers 


1914 
$7,810,000 
126,659 
16,434,000 
28,342 
70,356 
28,944,000 
3,582 








and ref. 5 per cent. gold bonds. With 
the proceeds from the sale of these 
bonds the company is building a new 
power house the initial capacity of 
which will be at least 50,000 kilowatts 
available during the year 1917. It has 
also provided the funds necessary for 
extensions and additions to the dis- 
tributing system and general property 
of the company for some years to 
come. As it is estimated that the city 
of Cincinnati affords a market for 
three times the electricity now sup- 
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one of the largest natural gas produc- 
ing companies in the world and as- 
sured itself of gas fields which will 
meet its purposes for many years to 
come. In this transaction the company 
also secured valuable oil properties and 
control of a company which has a good 
earnings record and is in good condi- 
tion both physically and financially. In 
a description of properties of this com- 
pany later on the importance of its ac- 
quisition will appear more clearly to 
the reader. 
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The Columbia Gas & Electric Co. was 
incorporated in 1906. Until the present 
management, however, acquired con- 
trol in 1911 and instituted a regime of 
economy and close intensive manage- 
ment, the property had not accom- 
plished a great deal. A. B. Leach and 
his associates assumed active manage- 
ment in that year, and since that time 
the company has shown steady im- 
provement. Its physical condition has 
undergone improvement and the fin- 
ancial condition of the company has 
gradually improved to a point where 
it is now just a question of time until 
the natural growth in business sup- 
plies the earnings necessary to deter- 
mine an income to stockholders. 


Large Natural Gas Holdings 
The Columbia Gas & Electric Co. is 


sefve its own resources. There are 183 
wells already drilled producing approx- 
imately 150,000,000 cu. ft. of natural 
gas daily. 

The company also owns 99.9% of the 
$10,000,000 common stock, and 99.25% 
of the $5,000,000 preferred stock of the 
Union Gas & Electric Co. This com- 
pany in turn has leased for a period of 
99 years from Sept. 1, 1906, the Cincin- 
nati Gas & Electric Co., which in turn 
does the entire gas and electric busi- 
ness in the city of Cincinnati and its 
suburbs in Hamilton Co., Ohio. The 
Columbia Gas & Electric Co. itself 
leases the property of the Cincinnati 
Gas Transportation Co. for a period of 
30 years from July 1, 1908. The latter 
company owns 183 miles of pipe line, 
pumping stations, etc., extending from 
the natural gas field of the Columbia 








TABLE A 
Statistical Record 
Columbia Gas & Electric 


Gross Earnings 

Gas Customers 

Gas Production 

Electric Customers 

Connected Load K. W. ........ 
Passengers Carried 

Water Consumers 


1914 
$7,810,000 
126,659 
16,434,000 
28,342 
70,356 
28,944,000 








both a holding company and an operat- 
ing company, although the larger part 
of its earnings by far come from those 
properties which either are controlled 
or leased. Through its various sub- 
sidiaries the company serves one of the 
most prosperous industrial and com- 


mercial centers in the country. This 
district has splendid transportation fa- 
cilities, is centrally located as regards 
the source of raw material and it is a 
very favorable distributing point for 
its various manufactured products. 
The company itself owns gas rights in 
all of the oil, and mineral rights in a 
large proportion of 279,290 acres in 
West Virginia and Kentucky. Thus far 
only 19,424 acres of this property are 
under operation, the company purchas- 
ing part of its supply in order to con- 


Gas & Electric to the distributing cen- 
ters in northern Kentucky and to the 
city of Cincinnati. The parent com- 
pany has an option until 1933 to pur- 
chase the $3,000,000 preferred stock of 
this company for $1,000,000. The 
bonded debt is fast being redeemed and 
eventually the property will undoubt- 
edly return a good profit to the lessor 
company. 


Electricity and St. Railways 


The Columbia Gas & Electric Co. 
also leases to 1952 with a renewal priv- 
ilege the Cincinnati, Newport & Cov- 
ington Light & Traction Co. This 
company in turn controls various street 
railway and lighting properties. These 
subsidiaries do an electric business in 
12 Kentucky communities, serve 7 of 
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them with gas and 3 of them with wa- 
ter and the 66 track miles of street 
railway operated are located therein 
and connect one another and run to the 
business center of Cincinnati. 

Finally, as stated in previous para- 
graphs, the Columbia Gas & Electric 
Co. controls the United Fuel & Gas Co. 


An Assured Life 


The Columbia Gas & Electric Co. 
therefore is entirely a public utility en- 
terprise. Through control indirectly 


it produces and supplies natural gas in 
large quantities. This of course forms 
the greater part of its business. The 
natural gas business, however, has 
now got down to a scientific basis. 
Through study and the application of 
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modern methods it is possible to es- 
timate fairly well the life of a prop- 
erty. Thus in the tremendous acre- 
age which the Columbia controls or 
owns its life is assured beyond all per- 
adventure for many years to come. 
Furthermore, in W. R. Cartwright, the 
company has one of the best-known 
men in the natural gas business. He 
is in charge of the natural gas end of 
the business and in this the company 
seems to be assured of the very best 
management. The Columbia Gas & 
Electric Co. is now in control of more 
than 1,100,000 acres of natural gas 
rights or over 10 per cent. of the gas 


acreage controlled by all natural gas 
companies in this country. Only 6 per 
cent. of this acreage is now under op- 
eration from which the combined open 
flow is upward of one million cu. ft. of 
gas per day, which in turn is in excess 
of present market requirements. 

As shown in Table A the company 
is also doing a substantial electrical 
business. As this table shows it car- 
ried some 28,000,000 passengers on its 
street railway system in 1915. In this 
table increases are shown everywhere. 
Large increases have occurred both in 
the gas production and in the electric- 
ally connected load of the company. 

In Table B is found a comparison of 
the Consolidated earnings statement 
for the four years ending December 
31, 1915, together with the five months 
ending May 31, 1916. I have taken 
these years because it has been only 
during this time that the present man- 
agement has been in control. The 
table really speaks for itself. It is 
evident that in the first year under the 
new management it was impossible to 
greatly improve earnings during a 
period when readjustments of different 
kinds were taking place. This is 
shown by the deficit of $82,900 in 1912. 
From that time on, however, the fig- 
ures reflect gradual improvement. In 
three years gross earnings increased 
about $1,060,000 while gross income 
increased about $511,000. In the mean- 
time, deductions in the ways of leases, 
rentals, etc. have shown a slight de- 
crease and although fixed charges had 
incréased about $166,000 the additional 
financing has shown a good return as 
is indicated in the increase of $382,700 
in surplus for the year. 


10% on Market Price 


During the year the company is 
breaking all records as shown by the 
statement for the first five months’ op- 
eration. On the basis of these earn- 
ings, gross earnings for the full year 
should and undoubtedly will approxi- 
mate $10,000,000. This would repre- 
sent an increase of almost $2,000,000 
over 1915. Such earnings of course 
are largely accounted for by the heavy 
increase in the demand for gas through 
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the great improvement that has taken 
place in business throughout the ter- 
ritory the company serves. On the 
basis of a surplus of $710,000 for the 
first five months of-operation the sur- 
plus earnings of the system for the full 
year would approximate $1,584,000. 
Presumably the sinking fund payments 
of the Columbia Gas & Electric would 
not be materially above those of 1915 
leaving surplus earnings after the de- 
duction of the sinking fund charge of 
$1,500,000. This is equivalent to about 
3 per cent. on the $50,000,000 common 
stock of the Columbia Gas & Electric 
Co. As that stock is now selling around 
$15 a share it is obvious that the com- 
pany’s surplus earnings are running at 
the rate of about 10 per cent. on the 
present selling price of the stock. 


5 per cent. gold debentures, the au- 
thorized issue having been $2,850,000. 
Both the bonds and the debentures 
have had a very big advance this year, 
but even at the great prices they re- 
turn a very substantial yield and be- 
cause of the improvement in the com- 
pany’s financial position all uncertain- 
ties in regard to them have been pretty 
well eliminated. 


Position of Stock 


As a speculation the stock carries 
fine possibilities for the long pull. It 
is doubtful if any dividends can be 
expected for some time, but if the sub- 
sidiary properties continue to report the 
earnings that have been reported thus 
far in the year this condition is bound to 
be reflected in higher prices for the 








TABLE B 
Columbia Gas & Electric 
Consolidated Earnings Statement 


1915 
$8,044,532 
3,901,467 
514,178 


Year Ended Dec. 31 1916 
Gross Earnings 
Net Earnings 


Other Income 197,981.78 


1912 
984,352 
3,432,771 
471,672 


1913 
$7,345,062 
3,720,860 
444,855 


1914 
$7,810,214 
3,963,203 
472,520 














$4,415,646 
3,353,098 


$1,062,547 
681,908 


Total Gross Income. $2,399,628.59 
Total Deductions ... 1,401,710.24 





$997,918.00 
287,332.53 


Net Income 
Total Fixed Charges 
S. F. Payments 

G 80,746 


$299,892 


$3,904,443 
3,390,834 


$513,609 
515,435 


81,096 
D$82,922 


$4,435,724 
3,369,731 


$1,065,992 
674,954 


$4,165,716 
3,356,772 





$808,944 
598,822 
95,004 
$124,032 


95,004 
$296,032 











This company has a capital of $50,- 
000,000, all one kind of stock. There 
is also outstanding $13,998,000 Ist 
mortgage 5 per cent. bonds. Of these 
$420, are owned by the Columbia 
Gas & Electric itself and $3,333,000 
are owned by the Union Gas & Electric 
Co. leaving only $10,245,000 bearing in- 
terest and outstanding in the hands of 
the public. These bonds as a matter 
of fact were issued to the amount of 
$19,891,000 but $5,893,000 have been re- 
deemed and $1,877,500 was cancelled 
through the sinking fund last year. 
The bonds run till 1927, by which time 
all will have been retired under the 
sinking fund provisions. There is al- 
so outstanding an issue of $2,616,500 


stock. Some of the insiders have held 
this stock for some time. From all ap- 
pearances they intend to hold it longer. 
The low prices of the past have been due 
largely to the fact that the company 
is gradually getting its finances into 
shape. With the sale of the United 
Fuel Gas Ist mortgage bonds which 
are now being offered, the company’s 
financial programme for the time be- 
ing has been pretty well taken care of. 
As improvements and additions made 
from the proceeds of a recent financ- 
ing together with the natural increase 
which has taken place the earnings 
of the company should continue to in- 
crease as they have in the past and the 
securities increase in value. 
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American Cities.—While this co. will pay 
only 11%4% on the preferred stock on July 1, 
the increased earnings and improved finan- 
cial condition should enable it hereafter to 
pay the regular 3% semi-annually on this 
issue. Next payment is due Jan. 1. There 
are now 4%4% in back dividends accumu- 
lated on the preferred and these will have 
to be paid before common stock will receive 
anything. 

American Light & Traction—For 5 mos. 
ended May 31 showed a gain in surplus 
available for dividends of $386,000. This 
indicates for first half of 1916 a surplus ap- 
proximately $450,000 larger than same pe- 
riod in 1915. The Koppers Co. of Pitts- 
burgh is erecting a large by-product plant 
at St. Paul and the St. Paul Gas Light Co., 
a subsidiary of American Light & Traction, 
has contracted for its entire output of gas, 
which gives the co. an adequate supply of 
gas without the necessity of increasing its 
own gas manufacturing facilities. 


American Telephone & Telegraph.—Has 
already provided the Government with tele- 
phone connection to all points along the 
1,800-mile boundary which separates the 
United States from Mexico. o. has sup- 


= stored near the scene of threatened 


ostilities and could equip the present forces 
in 48 hours’ time with telephone service. 


Cities Service.—Declared regular monthly 
dividend of % of 1% on preferred stock, 
payable Aug. 1 to stock of record July 15. 
Co. recently purchased the American Refin- 
ing Co. at Okmulgee, Okla., and will spend 
$170,000 on the plant in bringing its capacity 
up to 2,500 barrels of crude oil per day. 
A recent test was made-of the Ed Varner 
No. 6 well, which showed 8,500 barrels per 
day. Estimates as high as 15,000 barrels 
a day are being made of the initial daily 
production of the new Kirkpatrick well. 
A new well, known as the Miller No. 4, is 
being drilled which experts claim will be 
superior to anything else in the field. 


Interborough Rapid Transit.—Net earn- 
ings for 11 mos.’ period ended May 31 
amounted to $18,483,000. Earnings on the 
stock will approximate 25.5% for the fiscal 
year compared with 23% in 1915. In 1915 
20% dividends were paid out. 


Massachusetts Lighting Cos. — Declared 
regular quarterly dividends of $1.75 per 
share on the old common stock, $1.50 on 
the preferred and 25c. on new common, 

ayable July 15 to stockholders of record 
i 26. 

Montana Power Co.—Reports to Stock 
Exchange for 4 mos. ended April 30, 1916, 
gross earnings of $1,901,984, net $1,449,293 
and surplus after charges $1,012,212. 


New York Telephone.—Operating income 
for 4 mos. ended April, 1916, increased 
21% over corresponding period of 1915. 


Increase in depreciation and other mainte- 
nance amounted to 4% compared with the 
same period previous year. 


Northern States Power.—Declared initial 
dividend of 144% on common stock, payable 
July 20 to stock of record June 30. For 
12 mos. ending May 30 gross earnings 
amounted to $5,546,573, an increase of $858,- 
135 over same period previous year, and net 
increased $505,150. 


Northwestern Power.—This co. has de- 
clared an initial cash dividend of $1.50 a 
share, payable July 1 to stock of record 
June 20 

Pacific Telephone.—Operating income for 
4 mos. ended April, 1916, showed a decrease 
of 0.1% from the corresponding period of 
1915. Depreciation and other maintenance 
increased 11%. The number of stations for 
April, 1916, increased 4% over April, 1915. 


Philadelphia Co.—Directors intend to pur- 
chase control of an operating coal company 
that will acquire the mines, plant and equip- 
ment of the Allegheny Coal Co., of es- 
wick, Pa. The output of the latter co., 
which is about 2,000 tons of bituminous coal 
a day, will be utilized as a reserve fuel sup- 
ply for the Philadelphia Co.’s subsidiary, 
the Duquesne Light Co., and to supply the 
new power plant at Cheswick. The power 
business of the Duquesne Light Co. is 
steadily increasing. 

Public Service Corporation of New Jer- 
sey.—Declared quarterly dividend of 2%, an 
increase of 4% of 1% over the last quarterly 
declaration, which places the stock on an 8% 
basis. Dividend payable June 30 to stock 
of record June 27. For the 5 mos. ended 
May 31 gross increased $1,960,486, and bal- 
ance available for dividends was $1,963,766, 
an increase of $436,171. 


Republic mame & Light—For the 5 
mos. ended May 31 surplus after preferred 
dividends was $190,465, compared with $44,- 
063 in 1915. 


Standard Gas & Electric—Co. has dis- 
posed of all its short-term obligations by 
paying entire outstanding balance of issue 
of $3,000,000 6% collateral trust notes, dated 
June 1, 1913. Standard’s present outstand- 
ing bond issue is now $7,040,500, and this 
will be further reduced on July 1 through 
operation of $58,800 cash now in sinking 
fund. Gross earnings for year ended April 
30, 1916, increased 1.048 over 1915, and 
surplus after charges increased $442,553. 


Third Avenue—For 11 mos. ended May 
31 company earned 5.3% on its stock and 
indications are that figures for full 12 mos. 
ending June 30 will show over 6% earned. 


Western Union.—This co. is now earning 
its 5% dividend about three times over, and 
by December 31, 1916, the surplus promises 
to be over $25,000,000. 
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Public Utility Inquiries 





Rep. Railway & Light Pfd. 


M. C. D., Syracuse, N. ¥.—The preferred 
stock of Republic Railway & Light, selling 
around 77, can be regarded as an excellent 
business man’s investment. The common 
stock, selling around 35, is speculative, but 
it appears to have fairly good possibilities 
of ultimately working higher. The common 
stock, however, cannot be regarded as an 
investment issue. 


Electric Bond Deposit 


J. H. B., Woodhaven, N. Y.—The preferred 
stock of Electric Bond Deposit Company can 
be regarded as a good investment security. 
The capitalization of the company consists of 

000,000 common and $10,000,000 of 6% pre- 
ferred of which $1,500,000 common, and $1,- 
500,000 preferred has been issued. The com- 
pany owns the following securities of the 
Ozark Power & Water Co., $1,883,000 first 
mortgage sinking fund 5% bonds, $500,000 6% 
cumulative preferred stock, $262,500 common 
stock. Dividend on the preferred stock of 
the Electric Bond Deposit Company is guar- 
anteed by the Gas Security Co. of New York 
until the Ozark Power & Water Company 
shall have earned for one full year the interest 


on its outstanding bonds, and the dividend on 
its outstanding preferred stock. The interest 
on the bonds of the Ozark Power & Water 
Co. alone is sufficient to meet the preferred 
dividend of the Electric Bond Deposit Com- 
pany. 


Toledo Traction 


M. S. R., Harrison, N. J.—Toledo Trac- 
tion Light ’& Power Co. has been acquired 
by Cities Service recently. With so effi- 
cient a management to develop it we believe 
that its prospects are better than ever be- 
fore. Its securities are, of course, specula- 
tive, but as a speculation have possibilities. 
The preferred stock is quoted 81% bid, and 
the common 46 bid. 


Ohio Cities Gas 


H. A. M., Chicago, Ill—Ohio Cities Gas 
Co. is having a controversy with City of 
Columbus, Ohio, as to the rates which shall 
be charged for gas. The City Council has 
ordered the rates reduced to 25c., whereas 
the company maintains that it should be 
increased from 30c. to 32c. Pending the 
adjustment of this difficulty, we are not in- 
clined to the opinion that there will be 
much of an upward move in the stock. If 
you have patience, however, we believe it 
quite likely that the stock will advance from 
its present price of around 60 and to enable 
you to get out without a loss. 


Mfrs. Light & Heat 


Cc. R., Pittsburgh, Pa —Manufacturers 
Light & Heat furnishes oil, gas and water. 
Its principal income is from the sale of gas, 
which it supplies in the Ohio Valley. The 
earning power, however, has been materiall 
increased by the advance in the price of oil. 
For the three months ended March 31, 1916, 
total income was $1,097,307 and surplus after 
charges and dividends $613,012. The stock 
must be regarded as more of a speculation 
than an investment, and we do not believe 
the present a good time to purchase specu- 
lative securities. The boom in oil, in our 
opinion, has about seen its top and prices 
are likely to gradually work lower. We 
believe the present is a good time to get 
out of speculative securities and invest your 
money in more conservative issues 


Mass. Electric—Bay State 


F. J. G., Flushing, N. Y.—Massachusetts 
Electric Co. is a holding company for the 
$20,517,200 Bay State Street Railway com- 
mon stock. The agreement and declaration 
of trust, which is virtually the charter under 
which the Massachusetts Electric Co. oper- 
ates, provides that the trust shall terminate 
in about four years unless extended by a 
two-thirds vote. If the trust is terminated, 
the proceeds of liquidation up to $100 a 
share will go to the preferred. Bay State 
com. stock is at the present time paying 
24%4% per annum. It is hoped that this com- 
pany will succeed in obtaining concessions 
that will enable them to increase the in- 
come so that the old dividend rate of 54% 
can be paid. If the value of Bay State com. 
stock is estimated as low as 60, the value 
of Massachusetts Electric pfd. would be 
around $38 per share. It is not expected 
that Massachusetts Electric pfd. will resume 
dividends in the near future. There seems 
to be enough value behind it, however, to 
about justify its present price (34). 


United Light & R. R. 


H. J. H., Woodhaven, N. Y.—We regard 
United Light & Railways preferred stock as 
an excellent investment for a business man. 
The company is a omeg as follows: 
Common stock authorized, $12,500,000; out- 
standing, $6,899,947. First pfd. stock 6% 
authorized, $12,500,000; outstanding, $9,825,- 
100. First and refundin > bonds, due 
1932, outstanding, $7,451, old notes, 
due 1918- roy authorized, ays 000; out- 
standing, $2,250,000. For the year ‘ended 
March 31, 1916, the compeay earned 7.24% 
on the common stock after preferred divi- 
dend, which compares with 6.06% in the 
preceding year. It can be seen, therefore, 
that the company is earning its _preferred 
dividend nearly twice. April earnings show 
a good increase. 
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Is the Metal Boom on the Wane? 





By BERT L. 


GOODRICH 





OR months the spectre of over- 
production has confronted the 
war metals markets. Yet, as has 

always been the case, producers have 
refused to take warning. The pres- 
ent recessions in prices do not indicate 
a slackening in business so much as 
they reflect increased production. One 
authority observes that nobody is re- 
sponsible but the producers themselves. 
They could not eat their cake and have 
it too. 

Good judges differ as to just how 
far the decline will go while war in- 


AVER. PRICE OF WAR METALS AT N.Y. 
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fluences are still at work, but all agree 
that the advances have been overdone. 
A glance at the chart impresses this 
point. 

Jut now spelter is probably in the 
most precarious position of any shown 
in this group. While the average price 
has receded from the dizzy heights of 
1915, it is nevertheless over 100 per 
cent. above normal. At the same time 
spelter production has expanded more 
in proportion than that of any other 
metal. Before the war our domestic 


output represented but one-third of the 
world’s total, whereas it now exceeds 
that total. No extraordinary powers of 
deduction are required to surmise what 
will happen to the spelter market un- 
der such conditions, when the Ger- 
man, Austrian and Belgian supplies 
are released. These three countries 
together smelt practically two-thirds of 
the world’s entire supply of spelter in 
normal times. 

Output of copper mines has reached 
an amazing total under the stimulus 
of a record breaking demand and the 
highest prices ever known. It is in- 
conceivable that the combination will 
hold together, indefinitely. The im- 
petus under which the mines are work- 
ing is too powerful to expect a read- 


justment in output while high prices 


continue. Demand is heavy but less 
urgent owing to a let up in the buy- 
ing of war munitions. At the begin- 
ning of the war when the Allies had 
to rush through their munition con- 
tracts with all possible speed, price was 
not a consideration, but now with de- 
liveries being made in large quantities 
and a reserve supply yet to come for- 
ward from the manufacturers, their 
attitude is much changed. 

Silver, despite its high price, remains 
in a relatively strong position. This 
is chiefly due to the reduction in the 
supply by reason of the shut down of 
so many Mexican mines. Mexico nor- 
mally supplies one-third of the world’s 
needs. But even if Mexico becomes 
a factor soon again the demand for 
silver for coinage purposes after the 
war is likely to absorb enormous sup- 
plies of the white metal for some years. 

A summary of conditions and price 
movements leads to the conclusion that 
while metal prices may have some up- 
ward reactions the peak of the boom has 
been reached and passed. 
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Indian Refining Company 


After Trying Experiences Company Is at Last in a Com- 
fortable Position—Earnings and Dividend Prospects. 





By RALPH O. LEE 





NDIAN REFINING COMPANY’S 
I stockholders are rubbing their eyes 
to make sure that they are awake. 
The rise of their company from rags to 
riches has been as sudden and unex- 
pected as was its fall from wealth to 
poverty four years ago. 

The preferred stock has advanced 
from $33 a share to $80, while the com- 
mon has come up from around $18 to $50, 
although neither issue now pays divi- 
dends. In 1911 the preferred, a 7 per 
cent. cumulative issue, sold above par. It 
then boasted an unbroken dividend record 
of almost seven years dating from the 
organization of the company. in 1904. 
The common was also an established 
dividend payer. Its regular rate had 
been 12 per cent. per annum since 1908. 
It sold as high as $215 a share. 


Failure in Foreign Markets 

To use a slang expression, the com- 
pany could not stand prosperity back in 
1910 and 1911. It over-reached itself 
in an ill-advised attempt to enter the 
foreign markets. A scheme for estab- 
lishing distributing depots and branch 
stations on the Continent met with com- 
plete failure. The advocates of this 
proposition apparently suffered under the 
illusion that the company could become 
world-wide in its scope over night, for 
they inaugurated a scale of operations 
requiring huge expenditures, which the 
company was entirely unable to meet. 
Accordingly it went heavily into debt. 


Reorganization 


A reorganization became necessary 
and a plan was put through in 1913. It 
was by no means favorable to the com- 
pany. Its chief fault seems to have been 
that it failed to make provision for 
working capital with which to carry on 
the business efficiently. Through lack 
of that important adjunct the company 
was probably prevented from recouping 
its losses to a large extent, for it was un- 
able to take full advantage of the big 


boom which the oil industry enjoyed in 
1913 and during the early part of 1914. 
This was extremely unfortunate since 
it placed the company in a much weaker 
position than it might otherwise have 
been, to face the memorable period of 
depression during the following 18 
months. 


Rehabilitation 


The new management, which assumed 
the reins after the reorganization, insti- 
tuted drastic reforms in administration, 
and to its wise policy may be attributed 
in large measure the fact that the com- 
pany managed to pull through a trying 
period. The first step was to abandon 
the European markets. Next, expenses 
of all kinds were scaled down. The 
company owned one or two small refin- 
ing plants which were inefficient and 
wasteful. They were sold or dismantled 
and the refinery operations were central- 
ized in the plants at Lawrenceville, [Il., 
and New Orleans. 

Despite all efforts, however, the com- 
pany was hard pressed to carry its over- 
load of sinking fund and interest charges. 
In May, 1915, it had to enter into an- 
other humiliating financial arrangement. 
Holders of the second mortgage 7 per 
cent. notes consented to waive the sink- 
ing fund requirements of $33,000 
monthly for 18 months, from June 1, 
1915. This agreement enabled the com- 
pany to negotiate a loan of $800,000 to 
carry the sinking fund requirements on 
the first mortgage notes, make payments 
of $80,000 on car trust notes, due July 1, 
1915, and to pay $300,000 second mort- 
gage notes, due May 1, 1915. The 
balance was used for working capital. 


Present Status 


The company for the first time in four 
years has now reached a comfortable 
cash position. It is meeting all payments 
without difficulty and is in fact anticipat- 
ing some of them, so that the prospects 
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of its getting out of debt seem brighter 
than at any time since 1912. The officials 
are capable and practical oil men and ap- 
pear to know how to handle financial 
affairs. Business has expanded greatly 
within the past year. The company has 
branched out in Oklahoma with a pro- 
ducing subsidiary and through it controls 
some choice properties in that field. 

The refinery at Lawrenceville has been 
improved and brought up to date. Its 
present capacity is about 9,000 barrels of 








INDIAN REFINING COMPANY 


Condensed Balance Sheet as of Dec. 31, 1915 
Assets 


Current assets (Cash, accts. rec., etc.) $2,352,059 
Investments 48,000 
Capital assets (Refineries, oil proper- 

ties, etc.) 
Sinking fund, etc 
Deferred and suspended items 


Liabilities 
Current liabilities (Accounts, notes 
payable, etc.) 
Capital liabilities (Bonds, etc.)...... 
Capital stock (Common $3,000,000, 
pref. $3,000,000) 
Reserves 


$1,577,050 
2,790,600 


6,000,000 
1,130,982 
$11,498,634 








crude daily. This plant draws its supply 
from the company’s own wells in the 
Illinois and Ohio fields, with which it 
is directly connected by the company’s 
own pipe line system. 

Distributing branches are now op- 
erated in about 150 cities, chiefly east of 
the Mississippi River. The company has 
built up a large and profitable business 
on its Havoline brand of motor lubri- 
cants which enjoy a wide popularity 
among automobile owners. 

Gasoline sales are stated to have more 
than doubled since a year ago. The 


cost of manufacture has not advanced 
proportionately owing to the fact that 
the company produces a large amount of 
its own crude. Consequently profits on 
gasoline sales alone are mounting very 
high. 

Capital 


The Indian Refining Co. is capitalized 
for $3,000,000 7 per cent. cumulative 
preferred stock and $4,500,000 common, 
$3,000,000 of each issue is outstanding. 
Total funded debt as of December 31, 
1915, was $2,790,600. 

Earnings 

The company is now earning at the 
rate of about $3,000,000 per annum. 
THE MAGAZINE OF WALL STREET is re- 
liably informed that net before deprecia- 
tion and interest charges for the first six 
months of the current year will amount 
to around $1,000,000. It would not be 
surprising, provided there is no. serious 
change in the oil trade situation, if earn- 
ings for the full year exceeded $2,000,000 
by a considerable margin. The best 
earnings in any previous year were 


$2,100,000. 


Dividend Prospects 


No dividends can be paid, however, 
until the 7 per cent. second mortgage 
notes due May 1, 1918, are redeemed. 
There are to date 26% per cent. in ac- 
crued dividends on the preferred stock 
and the total accumulations will amount 
to over 50 per cent. by the time the notes 
mature. 

A forecast as to when common divi- 
dends will be restored is premature. In 
view of the fact that nothing definite can 
be determined on this point, we regard 
the common stock as a rather risky spec- 
ulation at present levels. The preferred 
would also appear to be selling high 
enough. Its position, however, is much 
stronger than the common by reason of 
the accrued dividends to be paid. 








—— All our self-made men began as small investors.— 


Charles M. Schwab. 

















Mining Digest 





Alaska Juneau.—It is expected that by 
the end of this year mine will be prepared 
to supply for milling 8,000 tons of ore per 
day, and the mill will be in operation about 
March, 1917. Cash on hand at the end of 
1915 totaled $2,232,124. This is sufficient to 
take care of all outstanding obligations, to 
complete the mine for an output of 8, 
tons of ore per day and the installation of 
all equipment necessary to mill 8,000 tons 
per day. 


American Zinc, Lead & Smelting Co.— 
Reports net earnings for 4 mos. ended April 
30, 1916, at $2,848,233, with net profit of 
$2,770,607. 


Anaconda.—Declared quarterly dividend 
of $2, payable Aug. 28 to stock of record 
July 22, thus placing stock on $8 basis. 
Three and six mos. ago $1.50 was declared. 
It is estimated co. will earn $45,000,000 cur- 
rent year and if it paid $8 for entire year 
there would still remain surplus of about 
$26,500,000. 


Batopilas Mining.—Co. has under consid- 
eration a promising silver-lead property in 
New Mexico, and at special meeting on Aug. 
3 stockholders will be asked to authorize 
the management to expand the co.’s zone 
of operations from troubled Mexico to 
“every part of the United States.” 


Consolidated Coppermines Co.—Financial 
statement shows a deficit on April 30 of 
$180,784, an increase during the year of 
$64,197. Giroux, the operating subsidiary, 
showed net profits for the year 1915 of 
$63,584. Ore reserves estimated at 25,867,- 
850, averaging 1.141% copper. 


Davis-Daly.— Has increased production 
recently to over 100 tons of ore per day. 
Gen. Mgr. Creden states output can be 
doubled as soon as the new hoist is com- 
pleted in Aug. or Sept. It is expected co. 
will show a small profit for quarter ending 
June 30. The deficit for the March 30 quar- 
ter was $28,000, but in April the co. made 
a few thousand dollars. 


East Butte.—June production will amount 
to 1,500,000 Ibs., the same as May, and earn- 
ings will be in the vicinity of $200,000. On 
July 1 the co. should have $1,250,000 cash 
on hand. Earnings are now running at rate 
of $5 to $6 per share per annum. 


_ Federal Mining & Smelting.—Net profits 
for quarter ended April 30 show increase 
of $142,633 over previous quarter. 


Goldfield Consolidated—Earnings of 
$286,000 for first 5 mos. of 1916 were at 
rate of 19c. per share per annum on the 
3,559,148 shares of issued stock. 


Granby Consolidated.—Declared quarterly 
dividend of $2 per share, payable Aug. 1 to 
stock of record July 14. This is an increase 
of 50c. a share over the previous quarterly 
dividend. May output totaled 4,727,929 Ibs. 


of copper, the largest amount ever turned 
out by the co. in one month, and an increase 
of 952,594 over April. 


Greene - Cananea.— Minés at Cananea, 
Mex., have been shut down. This suspen- 
sion cuts off nearly 6,000,000 Ibs. of copper 
monthly. 

Hedley Gold Mining.—Declared regular 
quarterly dividend of 3% and extra of 2%, 
both payable June 30 to stock of record 
June 24. This declaration is same as 3 
mos. ago. 

Inspiration Consolidated.—Declared a div- 
ident of $2, payable July 31 to stock of 
record July 14, placing the stock on an $8 
basis. 3 mos. ago initial dividend of $1.25 
was declared. It is stated that co. can earn 
the $8 dividend with copper as low as l6c. 


International Tungsten Corp.—This co. is 
being formed to acquire all the capital stock 
of the Emery-Whitcomb Tungsten Co. and 
the National Tungsten Co. The properties 
owned by the respective cos. comprise about 
1,000 acres of land said to contain large 
tungsten deposits. 100,000 shares of stock 
have been underwritten and are now being 
offered to the public at $7.50 per share (par 
value $10). 

Interstate-Callahan.—Application has been 
made to list this stock on the New York 
Stock Exchange. During May this co. 
mined 12,801 tons of ore, which yielded 
1,080,000 Ibs. of concentrates that averaged 
64% lead and returned 10,080 ounces of sil- 
ver and 12,292,000 lbs. of concentrates that 
averaged 49.8% zinc. Net profits of co. in 
first quarter of 1916 were $812,783, after 
all charges. 

Island Creek Coal Co.—Declared regular 
quarterly dividends of $1.50 on preferred 
and 50 cents on common stock, both pay- 
able July 1 to stock of record June 24. May 
output was 223,814 tons, the largest month- 
ly output in the co.’s history with excep- 
tion of July, 1914. Total output for 5 mos. 
to May 31 was 968,000 tons, compared with 
829,000 tons in same period of 1915. 


Isle Royale—Declared a quarterly divi- 
dend of $1 a share, payable July 30 to stock- 
holders of record June 30. This is the sec- 
ond dividend declared by the co., the first 
one being $1 a share in 1913. This co. is 
producing at the rate of over 13,000,000 Ibs. 
of copper per annum, the production in May 
having been 1,135,000 lbs. The cost was 
about 12c. per Ib. At current metal prices 
Isle Royale, it is estimated, is earning about 
$12 a share on its $150,000 shares. 


Kennecott Copper.—Produced about 10,- 
500,000 Ibs. of copper in May, which is about 
the same as in April. June production is 
running on a par with last month’s. 


Kerr Lake Mining—May production 
amounted to 234,598 ounces of silver against 
225,423 ounces in April. This co. has taken 
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an option on the Maidens property in South 
Lorrain, according to Cobalt advices. Latter 
property has been closed for some years. 


Lake Copper.—This co. produced in May 
200,000 Ibs. of copper. On present produc- 
tion Lake is earning better than $3 per 
share, even though its cost has increased 
slightly of late due to higher wages. The 
co. now has over $300,000 working capital. 
The management is planning to increase the 
output in the near future. 


Miami Copper.—Reports a production of 
4,600,000 Ibs. of copper in May, a new high 
record. This is at the rate of 34,000,000 Ibs. 
annually. Maintaining an output of 50,000,- 
000 Ibs., Miami could earn approximately $4 
a share annually on a 15c. metal market. 
Production for the first 5 mos. of this year 
has averaged better than 4,000,000 Ibs. per 
month. apacity of the Miami mill will 
be increased to permit of a monthly yield 
of 5,000,000 Ibs. of copper. This increase, 
however, is not expected to become effective 
until early in 1917. It will involve new 
—— and a new power plant, work on 
which has already been started. There has 
been put into operation a 100-ton experi- 
mental mill for Miami’s low-grade ore from 
which an extraction of about 80% has been 
secured. 

Mohawk Mining Co.—Directors have de- 
clared a semi-annual dividend of $10, pay- 
able Aug. 1 to stock of record July 8. The 
previous dividend was $7 and was paid Feb. 
1, 1916, making a total of $17 for the year 
so far. In 1918 $6 was paid and in 1914 $1. 
The largest pat sey disbursement in any 
year was 1907, when $9 was paid. 


New Idria Quicksilver—Declared a divi- 
dend of $1, payable June 30 to stockholders 
of record June 


Nipissing Mines.—Declared regular quar- 
terly dividend of 5%. As of June 17 Nip- 
issing Mines Co., Ltd., the operating com- 
pany, had cash on hand of $965,534, bullion 
in transit $553,352, ore and bullion on hand 
$330,026, a total of $1,848,912. May profits 
amounted to $218,970. 


North Butte.—Declared quarterly dividend 
of 75c. a share, payable July 29 to stock 
of record July 11, an increase of 25c. over 
previous quarterly dividends. 


Old Dominion.—Plans to make extensive 
improvements on property over next two 
or three years to cost upwards of $1,000,000, 
which will be paid out of earnings. It is 
estimated that with 15c. metal the co. could 
earn and pay $7.50 or $8 a share annually 
on its stock. 

Osceola Consolidated Mining Co.—De- 
clared quarterly dividend of $4 a share, pay- 
able July 31 to stock of record June 30. 
This makes total of $11 a share paid during 
first 7 mos. of 1916. Estimated co.’s earn- 
ings will be between $28 and $30 a share 
this year. 


Pond Creek Coal—May output was at a 
high record figure of 84,652 tons. Co. 
earned about $15,000 net above interest 
charges in May and it is expected June 
net will reach $20,000, which is equal to 
more than’$1 per share on the 200,000 shares 
of stock. 1914 and 1915 showed deficits 
after interest. 


Ray Consolidated—When mill remodel- 
ing is completed in 2 mos. it will add 17,000,- 
000 Ibs. to co.’s productive capacity, bring- 
ing total to 90,000,000 Ibs. annually, and cost 
will probably be reduced to around 8%c. 
Co. should soon be in position to earn $3.50 
a share annually on a 15c. metal market. 


Shattuck-Arizona.—Declared quarterly div- 
idend of 50c. and extra of 75c., payable July 
20 to holders of record June 30. Total pro- 
duction for first 5 mos. of 1916 stands at 
7,433,484 Ibs. copper, 1,611,957 Ibs. lead, 135,- 
409 ounces silver and 2,218 ounces gold. 


Tennessee Copper.—Dividend passed. 
Secretary Emmons made following state- 
ment: “Owing to situation brought about by 
fire at Copper Hill, which has not yet been 
adjusted, and also to expenditures needed 
for other construction, directors voted 
unanimously not to authorize payment of 
a dividend at this time.” 


United Verde Extension—Declared initial 
dividend of 50c. a share payable Aug. 1 to 
stock of record July 15. Company states 
they expect to continue to pay dividends at 
this rate quarterly. 


U. S. Smelting.—Declared quarterly divi- 
dend of $1 a share on common stock, pay- 
able July 15 to stock of record July 3. 
3 mos. ago 75c. was paid. Earnings for 5 
mos. ended May 30 were $5,072,840 after 
all charges. It is understood less than 
$1,000,000 of this was derived from Mexico. 


Utah-Apex.—May earnings about $150,000, 
compared with $152,000 in April. ay pro- 
duction about 4,000,000 Ibs. At present rate 
co. is earning equal to $3.50 per share on 
the 522,000 shares outstanding. After pay- 
ment of July 1 dividend of .25c. co. should 
have $500,000 in cash on hand. 


Utah Copper.—June production expected 
to be between 18,000,000 and 19,000,000 Ibs. 
of copper. 


Wolverine Copper Mining Co.—For fiscal 
year ended June 30 estimated co. will earn 
between $12 and $13 per share, against 
which there will have been distributed $11 
in dividends. May production 495,437 Ibs. 


Yellow Pine Mining Co.—Earnings in 
first 6 mos. have averaged in neighborhood 
of $90,000 per month, or equal to $1.08 per 
share per annum. Co. paid 15c. dividend on 
June 25, making 50c. per share paid in first 
6 mos: Co. will have approximately $250,- 
000:surplus cash and ore in transit as of 
July 1, it is unofficially estimated. 











Mining Inquiries 





Chile Copper 


. S. S., New York City.—It is our opinion 
that Chile Copper stock is an excellent pur- 
chase for long pull. Although we are not in- 
clined to believe that there will be any imme- 
diate important advance in this stock as the 
company still has considerable development 
work to do and its dividend policy for some 
time to come will be conservative. Chile Cop- 
per is good as a long pull speculation. It is 
not well to get too enthusiastic in regard to 
it. There is always a possibility that the com- 
pany will experience unexpected difficulty in 
mining and handling its ore. Moreover, the 
leaching process this company employs, al- 
though favored by the big engineers of the 
country, is still to a certain degree in the ex- 
perimental stage. We do not agree with you 
that there will be a bigger demand for copper 
and zinc after the war than now. Of the two 
metals, zinc is in a weaker position than cop- 
per. This country is now producing more 
zine than the entire world produced before 
the war. Supply is already beginning to ex- 
ceed demand and we believe the price of zinc 
will work steadily lower. Copper is in a 
stronger position. Production of the metal 
has also increased enormously, and sooner or 
later, the effect of this is bound to be felt in 
the copper prices. 


Anaconda 


H. K. J., Philadelphia, Pa—Anaconda Cop- 
per, it is estimated, may earn close to $20 per 
share in 1916. The company is in good finan- 
cial condition and will probably pay a good 
portion of its earnings out in dividends. We 
are not looking for any extended upward 
movement in the copper stocks, as we are in- 
clined to the opinion that the metal has seen 
its high prices. We believe, however, that 
Anaconda should recover somewhat from 
present prices of 8234. We suggest that you 
hold your stock and if it gets around the price 
you paid for it (85) in the near future, we 
suggest that you sell out. 


Kennecott 


H. D., Hoboken, N. J—Kennecott Copper is 
showing remarkable earnings at the present 
time. President Birch recently stated that 
the amount of cash and copper on hand sold 
on April 30 was nearly $16,000,000 and that 
the entire production of the company in 1916 
has been sold at an average price of over 
24'4c. per pound. The stock has been put on 
a $6 per share per annum basis. Kennecott is 
one of the best copper stocks. We are not, 
however, looking for a very extended upward 
movement in the coppers. Copper Metal ap- 
pears to have reached its high price this year. 
The enormous increase in the production of 
the metal is beginning to make itself felt. We 
believe that the tendency of prices is down- 
ward. Our suggestion therefore, would be to 
get out of Kennecott on any little bulge which 
may result from the increase in the dividend. 


Granby Con. 


M. S. A., New York City.—Granby Consoli- 
dated is showing excellent earnings and the 
decline in the market is probably only due to 
technical reasons. We are not, however, 
looking for any extended upward movement 
in the copper stocks, as we believe the metal 
has seen its high prices. The market should 
have a recovery from the sharp decline over 
the Mexican news and we believe Granby will 
work up considerably from its present price 
of 88%. We suggest that you sell the stock 
out as soon as vou can do so without taking 
a loss. 


Mother Lode 


G., Chicago, I1l—The Mother Lode 
mine is located in Alaska near the Bonanza 
mine of Kennecott Copper Co. Some valu- 
able ore has already been uncovered. There 
is $4,750,000 stock outstanding, par value $1.00. 
This stock can be regarded as a fairly at- 
tractive copper speculation. We are not gen- 
erally favoring the coppers at the present time 
as the price of the metal is showing a dis- 
tinctly downward tendency. As a long pull, 
however, it may prove to be a profitable one 
to hold. 


mJ. 


Federal Mining 


P. W., Easton, Pa—Federal Mining & 
Smelting for the year ended December 31, 
1915, reported a surplus after charges of $310.- 
367 as against $552,396 the previous year. 
Earnings in the current year, however, it is 
expected, will show up materially better. The 
ore reserves of this company, however, are 
small, and it is decidedly uncertain how future 
development work will turn out. We, there- 
fore, do not favor the securities of this com- 
pany, and we would suggest that you watch 
your opportunity to sell out. 


Caledonia Mining 


C. C. E.,, Dayton, O.—Caledonia Mining 
Co. is capitalized with 2,605,000 shares, par 
value $1.00; 1,305,000 shares are now held by 
the Bunker Hill & Sullivan Mining Co. The 
latter company acquired this stock in settle- 
ment of suits respecting apex rights. 

Caledonia’s ore carries unusually high grade 
silver values, and commercial quantities of 
copper in addition to its lead. The increase 
in the price of silver, therefore, is materially 
benefiting this company. Its ore reserves are 
sufficient for a period of three or four years. 
The possibilities for developing more appear 
good. The comany is paying 3c. monthly divi- 
dends. President Easton recently announced 
that the company was earning approximately 
$125,000 net monthly. It only takes $78,150 to 
pay this 3c. dividend. A part of the Bunker 
Hill & Sullivan Co.’s plant has been set aside 
for the treatment of Caledonia ore. This will 
enable the company to increase its output. 
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Oil Notes 





Cosden Oil & Gas.—Net earnings are run- 
ning at a rate which indicates in excess of 
$6,000,000 for the full year. On the basis 
of present estimates co. should be able to 
show around $5 a share on the common 
stock, which should be outstanding in the 
event of conversion of all preferred stock 
and mortgage notes. Co. has purchased pro- 
ducing properties of the Hill Oil & Gas Co., 
consisting of over 5,000 acres in South 
Cushing and other fields in Oklahoma, with 
a daily production of nearly 20,000 barrels. 
This acquisition will give a combined pro- 
duction of 30,000 barrels of crude oil daily. 

Cumberland Pipe Line.—Runs of oil from 
wells in Irving field in May totaled 48,250 
barrels. Weekly runs are now around 14,000 
barrels. Production of Irving’s Kentucky 
field has increased so rapidly that co. finds 
first line entirely inadequate to handle it. 
Work is being rushed on a new line, which 
will greatly increase shipping capacity. 

Imperial Oil—This co., which is a Cana- 
dian subsidiary of Standard Oil of New Jer- 
sey, is building a new plant at Regina to 
cost in the neighborhood of $1,500,000. Co. 
is also doing considerable building in Mont- 
real and in Vancouver. Application has 
been made in Toronto for the purchase of 
a waterfront site on which to erect a plant. 

Midwest Oil.—Co. has resumed the pay- 
ment of dividends on the preferred stock 
by ordering a distribution of 2% quarterly 
on the issue, payable July 20. It has been 
indicated that all accumulated back divi- 
dends will be paid this year. The co. has 
$240,000 in surplus account. 

Ohio Fuel Co.—Balance sheet as of April 
30, 1916, shows cash on hand $137,132, ac- 
counts receivable $198,598, and material in 
stock $123,265, as against accounts payable 
of only $81,378. Profit and loss surplus 
totaled $2,141,111. 

Ohio Fuel Supply.—Has called special 
meeting for July 18 for purpose of approv- 
ing increase in capital stock from $15,000,000 
to $20,000,000. Co. has recently purchased 
the Central Contract & Finance Co. from 
the estate of the late Calvin Brice for 
$1,525,000. This co. owns oil and gas lands 
in Fairfield, Vinton and Hocking counties, 
Ohio, and will add materially to the Ohio 
properties of Ohio Fuel Supply. It is prob- 
able that a part of the new stock will be 
offered to stockholders at par, or $25 a 
share. 

Oklahoma Producing & Refining.—Will 


increase its outstanding capital stock by 
100,000 shares, par value $5, now held in 
the treasury. Stockholders of record June 
26 will have privilege of subscribing for this 
stock at $6 per share to the extent of % of 
the amount of stock registered in~ their 
names, up to and including July 14. Pay- 
ments to be made to the Bankers Trust 
Co. not later than July 14. The new issue 
has been underwritten by a syndicate for a 
commission and the syndicate has agreed 
to take the stock or such part thereof as 
the stockholders may not subscribe for. 

Pennsylvania Gasoline Co.—President 
Warren reports shipments last week of three 
carloads of gasoline aggregating 24,000 gal- 
lons. This corporation manufactures its 
gasoline from natural gas and has three 
gasoline plants in operation. 

Prairie Oil & Gas Co.—Oil production of 
this co. is averaging. over 25,000 barrels a 
day. Daily average production has not been 
below 20,000 barrels since Oklahoma crude 
oil reached $1.55 March 14. Co. has in 
storage about 40,000,000 barrels of oil, 
mostly Cushing. It is estimated _Prairie is 
handling daily, as selling agent, between 
50,000 and 70,000 barrels, on which it col- 
lects a marketing charge of 10c. a barrel. 

Sapulpa Refining.— Declared regular 
monthly dividend of 14%, payable July 1 
to stock of record June 20. On the basis 
of April earnings, net is estimated at the 
rate of 80% per annum on the capital stock. 
Co. is increasing its refinery capacity from 
4,000 to 7,000 barrels a day. 

Sinclair Oil Corp.—Co. has taken option 
on the four refining plants of the Twing Co.., 
which have a combined capacity of about 
25,000 barrels a day. Main plant is located 
at Gainesville. Texas. Sinclair Oil has al- 
ready attained an output of 27,000 barrels 
daily. It is now estimated that net earnings 
for the year will be $13,000,000 for the 
520,000 shares of stock, or slightly over $17 
per share. This is after allowing for charges 
and a $3,048,000 sinking fund. 

Tide Water Oil Co.—Declared regular 
quarterly dividend of 2% and an extra divi- 
dend of 1%, payable July 1 to stock of 
record June 23. ‘This dividend does not 
apply on new stock, which does not become 
entitled to payments until Oct. 12. Earn 
ings are showing a substantial increase over 
last year when combined net of subsidiary 
companies was equal to about 18% on the 
$24,000,000 capital stock outstanding. 








Oil Inquiries 





Empire Petroleum 
W. B., Easton, Pa.—Empire Petroleum 
should be regarded as a speculation. The 
present earning power of the company is 


hardly sufficient to justify the price at 
which the stock is selling, and its future 
market course will largely depend on how 
development work now going on turns out, 
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Oil Inquiries 





Central Petroleum, Pfd. 


C. H. M., Chicago, Ill—We regard Central 
Petroleum ‘pid. as a good semi-speculative 
issue. It is at present quoted, 36 bid, 40 asked. 
The Texas company owns two-thirds of the 
common stock. No dividend can be paid on 
the common until the preferred stock is re- 
tired at par. 


Buckeye Pipe Line 


E. H., New York City—Buckeye Pipe Line 
at 87 can be regarded as selling at a fairly 
conservative figure. The pipe line companies 
generally are showing better earnings this 
year than last. We believe the stock market 
to be in a distributive period, however, and 
are not generally suggesting the purchase of 
speculative stocks. 


Quaker Oil & Gas 


R. A. D., Northport, L. I—Stock of the 
Quaker Oil & Gas Company is not on the 
market. The stockholders of the Pure Oil 
Co. will ultimately benefit by the dividend 
paid by the Quaker Oil & Gas. In connection 
with melon cutting, it is generally too late to 
purchase a stock after the melon has been an- 
nounced, because the news is then already dis- 
counted. 


Indiana Pipe Line 


J. H. K., Greensburg, Ind—Indiana Pipe 
Line for the year ended Dec. 31, 1915, report- 
ed net earnings of $1,271,416, as against $1,- 
268,792 the previous year. Surplus after divi- 
dends was $471,416, as against $118,792, in 1914. 
The balance sheet as of Dec. 31, 1915, shows 
profit and loss surplus of $2,076,259. Indiana 
Pipe Line is now paying $2 quarterly divi- 
dends. The last was paid May 15. Earnings 
are understood to be running ahead of last 
year. At present prices of around $92, the 
stock appears to be selling at a fairly conserv- 
ative figure. There has been no unfavorable 
news that we know of to account for its 
recent softness. 


Laurel Oil & Gas 


J. W. C., Danville, Pa—Laurel Oil & Gas 
can be regarded as a fairly attractive oil spec- 
ulation. We are not, however, generally sug- 
gesting the purchase of the oil stocks at the 
present time as it rather looks as though the 
boom in oil has already reached the top. 


Uncle Sam Oil 


F. G. H., Hammondsport, N. Y.—Uncle 
Sam Oil was organized in February, 1905, in 
Arizona. Stock outstanding May 31, 1915, was 
260,015,776 shares, par value $1. The proper- 
ties of the company are all of rather uncertain 
value. Its principal occupation since organiz- 
ation appears to have been selling stock to the 
public. We do not favor it. 


Oklahoma Producing 


J. U. R., Follansbee, West Va—Oklahoma 
Producing & Refining Co. appears to have 
good speculative possibilities. We are not 
generally suggesting the purchase of the oil 
stocks for the long pull, however. The boom 
in oil seems to have reached its top. Prospects 
lookk fairly bright for Oklahoma Producing & 
Refining going somewhat higher in the next 
few months and on this advance profits should 
be taken. 


United Western 


H. C. L., Worcester, Mass.—United Western 
Oil is an attractive oil speculation, but it must 
be remembered that it has recently had a very 
large advance and may be high enough for the 
time being. It is now.selling around $2.12 as 
against 70c a short time ago. 


Oil Stocks 


J. A. T., Cambridge, O.—lIt is our opinion 
that the stock market is in a distributive pe- 
riod and we are not generally suggesting the 
purchase of speculative stocks It lookks as 
though the highest prices for oil have been 
seen and for that reason we do not particu- 
larly favor the oil stocks as a class. The time 
to purchase the oil stocks is before the boom 
starts or before it is well under way. At the 
moment we favor the following Standard Oil 


subsidiaries the most: 
Bid. Asked. 

South Penn Oil 346 350 

Standard Oil of New York.. 

Vacuum Oil a | 253 256 
The oil stocks you ‘mention all have good 
speculative possibilities. We favor them in 
the following order: 

ane Petroleum, 

Pan-American, 

Midwest Refining, 

Ventura Consolidated, 

Houston Oil. 
Metropolitan Petroleum is a company with 
very brilliant prospects. Of course, its present 
position is somewhat uncertain because of the 
Mexican situation. Of the new independent 
oil companies, we favor the following in the 
order named: Cosden Oil & Gas, Sapulpa Re- 
fining, Oklahoma Producing & Refining, Sin- 
clair Oil. 

The main reason why so many oil and min- 
ing companies sell their shares at such low 
prices is, because a low-priced stock appeals 
more to the inexperienced speculative public 
than a high-priced stock. There are many 
people who think a stock is cheap because it 
is low in price, which, of course, is absurd 
reasoning. Oil and mining companies, espe- 
cially those in the prospective stage, are, of 
course, risky speculations and nobody wants 
to put a great deal of money into these stocks, 
especially at this time when there are so many 
new flotations. 
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~ TOPICS FOR TRADERS 








Price Movements 


Is the Industrial Bull Market Over?—Railroads Still Have 
a Chance—History May Repeat Itself—Outlook for 


Bull Move in Coppers 





By H. H. MOSS 





HE study of the Price Movement 
is more difficult in these extra- 
ordinary times than in normal 

periods. 

In order to answer the question 
“What Will the Market Do?” The 
first thing to do is to divide the stocks 
into three groups—l. Industrials.. 2. 
The railroads. 3. The coppers. 

The Industrial and railroad groups 
usually move together. In other 
words the extreme high and extreme 
low points of these two groups in 
the Main Movements are usually 
reached about the same time as the 
following figures of Dow-Jones’ av- 
erages will show: 








12 INDUSTRIALS 


November 9, 1903 
January 19, 1916 
November 22, 1907 
November 19, 1909 
July 26, 1910 

June 19, 1911 
September 25, 1911 
September 30, 1912 
June 11, 1913 
March 20, 1914 
October, 1914 


High 100.53 
L 73.62 
87.06 
72.94 
94.15 
72.11 


High 138.36 


High 134.46 
July 26, 1910 Low 105.59 
July 21, 1911 
September 27, 1911 
SS ear 


January 31, 1 
October, 1914 














The bear market really ended on 
the “Gutter” in October, 1914, and the 
bull market started right there. - The 


Stock Exchange was not opened until 
after the bull market was in progress, 
as the final cleaning up process was 
finished in the gutter market. More 
than that, the first rally in the new 
bull market was almost concluded in 
the outside market—the top being 
reached on December 14—a couple of 
days after the Stock Exchange was 
opened—when the 20 rails touched 
92.29 and 12 industrials 76.86 on the 
same day—-December 14, 1914. Then 
the usual “secondary decline” took 
place, lasting about ten days to Decem- 
ber 24, when these rails touched 87.40 
which was a higher price than 84.41 
estimated on the gutter market. The 
industrials declined to 73.48 also on 
December 24, this fprice being also 
substantially above the price of the 
“Gutter” low point. 

The main movement upward or the 
primary bull market therefore, really 
started about October, 1914, and the 
question that many people are asking 
is whether the bull market is still in 
progress. 

There is strong evidence that the 
bull market in the Industrials ended 
October to December of 1915. Since 
these high points were reached the 
industrials have gradually been de- 
clining, although they had their ral- 
lies, of course. 

The following figures emphasize the 
point : 








DOW-JONES 12 INDUSTRIALS 
“Swings of the Market” 

Dec. 

Dec. 

Dec. 


Jan. 


*Estimated prices on “Gutter Market,” which were lower than prices of July 30, when the 


Stock Exchange closed. 
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May 
May 
May 
June 
June 
June 
June 
N. Y. TIMES 25 INDUSTRIALS 
“Swings of the Market” 


Oct. 22, 
Nov. 10, 
Nov. 17, 
Nov. 
Nov. 
Dec. 
Dec. 
Dec. 
Dec. 
Jan. 
Jan. 
Jan. 
Feb. 
Mar. 
Mar. 








themselves talk 


The averages in 
volumes, but it may be added, from 
judging conditions to confirm the ev- 
idence that the industrials have fin- 


ished their bull market. It has been 
a fast and furious market and ‘the in- 
siders hit the iron while it was hot. 

As to the railroads, the situation is 
not so easy to decide. Judging from 
the markets, 1903 to 1914, when the 
two groups have generally moved to- 
gether, one may think that the rise in 
the rails also ended last November, but 
we must go back previous to 1903, 
which may give us some hint as to 
the not distant future. 

The big bull market which started 
in both groups from the low points of 
June, 1896, ended with the industrials, 
June 17, 1901, when the high of 78.26 
was reached. But continued in the 


rails until September 9, 1902, when the 
high of 129.36 was finally touched. 
The rail bull market, therefore, con- 
tinued for 15 months after the indus- 
trials finished theirs. Now the ques- 
tion: “Will history repeat itself?” 

The 20 rails high point of 1915 was 
108.28 on November 4. Between No- 
vember 4, 1915 and July 22, 1916 the 
rails fluctuated between 108 and 105, 
when distribution was taking place as 
proved by the averages breaking 
through the line. Subsequently, they 
were “making a line” at lower levels 
which showed accumulation as the av- 
erages have since advanced to 109.08, 
June 12. 

It would therefore, not at all be sur- 
prising if history should repeat itself 
and we should get the balance of the 
railroad bull market between now and 
New Years. Conditions are ripe for it, 
and if it does not come, the only ex- 
planation would seem to be-that the 
big interests know of foreign liquida- 
tion and they don’t care to put the 
market up to accommodate the for- 
eign liquidation and interfere with 
their own unloading. 

At any rate the railroad sharehold- 
ers who bought at the right prices 
have nothing to lose by waiting ex- 
cept that they may miss a moderate 
paper profit in case the rail advance 
fails to materialize. But they stand a 
chance to make more by holding on 
until high prices are reached sooner 
or later. Those who feel like selling 
should only sell part of their holdings 
and hold the balance. 

As to the Copper mystery, holders 
of copper shares should not forget 
that their boom generally takes place 
after the rails and industrials had al- 
ready turned downward. In other 
words, the powers who manage the 
market cannot conduct a sale in all 
lines at the same time, so they do it 
systematically. First rails and indus- 
trials, or industrials first if both don’t 
move; then rails, then coppers. 

Copper shareholders who want to 
participate in a boom but don’t want 
to risk paper profits which they now 
have might sell half of their holdings 
and await developments as to a 
“boom.” 











Technical and Miscellaneous Inquiries 





Trading Terms 


Q.—Please explain “long term operator,” 
“short side without stop,” “stop loss or- 
der,” “sell strong spots, stop three.”—R. J., 
Muncie, Indiana. 

Ans.—By “long pull operator” is meant 
one who tries to get the long swings in the 
stock market, rather than the quick turns. 
That is to say, the long pull operator takes 
a position on a stock and holds it from one 
to six months. The expression, “ short side 
without stop” means to sell stock short 
without putting in a stop loss order. A 

“stop loss order” means just what it says, 
an order put in to prevent your loss from 
being over a certain amount. We generally 
suggest a three-point stop, that is to say, 
limit your loss to three points. 

The expression “sell strong spots, stop 
three” means sell stocks on any little ad- 
vance in price and limit your loss to three 
points. 

A stop loss order is placed this way. Sup- 
pose you sold 100 shares at 50, short. You 
then put in an order to buy 100 shares at 
53 if the stock goes there. In that way your 
loss is limited to a little over three points. 


“Oil Flotation Process 


M. E. B., Tappahannock, Va.—The oil flota- 
tion process is now a proven success. Of 
course it must be remembered that a process 
of this kind is not suitable to every kind of 
ore, but on the majority of ores on which it 
was thought it would be successful, it has 
turned out well. The purchase of Hill Oil 
Gas Co. by Cosden Oil & Gas appears to be 
a favorable development for the latter com- 
pany. Rather remarkable earnings are being 
shown at the present time. The preferred 
stock has good possibilities of advancing 
further. As soon as it shows you a good 
profit, we would suggest that you take it, as 
we are inclined to the opinion that the boom 
in oil has about reached its top. 


Bond Yields 


P. B. E., Baltimore, Md.—To determine the 
yield on a bond is not as easy as it would ap- 
pear. In fact, it is highly complicated. In 
order to simplify obtaining the yield of a bond, 
special tables have been prepared which give 
the opproximate yield quickly. Such tables are 
based upon the fundamental principles that 
the holder of a bond is expected, at maturity 
of each one of the coupons, to reinvest a 
sufficient portion of the interest money re- 
ceived, and keep it so invested until the 
maturity of the bond, so that the face value of 
the bond, added to the accumulation of re- 
invested interest, will at its maturity, be exactly 
equivalent to the original cost of the same. 
This applies in the case of bonds purchased 
at a premium. When bonds are purchased at 
a discount, the bondholder is entitled to con- 
sider, when he cashes in his coupon, a certain 
part of this discount as income. This is also 
worked out in tables. As to the formulas on 
which these tables are based and the methods 
by which they are derived, this is rather too 
complicated a subject to take up in a letter. 
There are many good books, however, which 
explain the matter thoroughly. We suggest 
“Bond, Stock and Interest Tables,” by Mont- 
gomery Rollins, $2.10 postpaid. 


Power of Attorney 


Q.—How can I sell some stock which is 
in my brother’s name and which he has 
asked me to dispose of? He is in Mexico 
and it would take too long to send the stock 
there for him to endorse.—E. F., Washing- 
ton, D. 

Ans.—The only way of which we know 
for you to be able to sell your brother's 
stock, without sending the stock to him to 
sign, would be for him to make out a power 
of attorney and send it to you. Then your 
signature as power of attorney would be 
sufficient. 








MARKET STATISTICS 


Avgs. 
20 Rails 
105.60 
106.31 
105.85 
105.71 
105.30 
105.45 
104.04 
104.53 
104.55 
105.52 
105.95 
105.78 


Dow Jones 


12 Inds. 


Monday 
uesday 
Wednesday 


Seek s&s - 


t 


Breadth 
50 Stocks (No 
High Low Total Sales _ issues) 
87.50 85.90 734,200 200 
87.04 86.01 380,600 180 
87.27 86.00 574,500 180 
86.56 85.62 594,900 191 
85.86 84.27 728,100 
85.88 85.41 183,200 
85.72 83.56 684,900 
85.58 84.31 527,100 
85.53 84.58 334,400 
86.43 85.35 561,700 
86.48 85.79 436,500 
85.88 85.39 159,100 
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Trading in Wheat 


Orders and Their Execution—Trading Terms — Bull Side in 
Wheat Compared with Stocks. 





By ARTHUR PRILL 





Article 7 





expressed 
and dis- 


are best 
are short 


OUR orders 
when they 
tinct, as— 

“Buy 5,000 bu. May Wheat,” or 

“Sell 10,000 bu. Dec. Corn.” 

The Unit of Trading or Full Lot* of 
wheat, corn or oats is 5,000 bushels; you 
can deal also in 1,000 bu. lots—the Mini- 
mum Order. 

Amounts from 1,000 to, but not includ- 
ing, 5,000 bu. are Job Lots. 

When sent by mail the order should be 
placed at the beginning of the letter so 
that it may be filled At Once (market 
permitting). 

Trading Hours 


Chicago Board of Trade business 
hours are from 9:30 A. M. to 1:15 P. M., 
Monday to Friday, inclusive, and 9:30 
A. M. to 12 noon on Saturday. 

Wire Orders received after the close 
of the market will not be executed and 
are cancelled unless marked “open” or 
“to close.” 

Your Wires to buy and sell Full Lots 
(5,000 bushels and upward) are usually 
paid for by your broker. Wires on Job 
Lots (less than 5,000 bu.) should be pre- 
paid. If your trading is in sufficient 
volume to warrant the then comparative- 
ly small cost, it is well to have tele- 
graphic information sent you on impor- 
tant occasions, at your expense. 

A private, telegraphic Code Book is 
furnished by some firms; this permits 
frequent high-speed communication with 
privacy and at low cost. If an active out- 
of-town trader desires, an exclusive pri- 
vate cipher can be arranged for with his 
broker. The Robinson Telegraphic Code 
is obtainable at all good stationery and 
hook stores and will give you cheap serv- 


~ * Also called “Standard” order. 


ice for general business as well as finan- 
cial messages. Your broker is Not re- 
sponsible for mistakes made by a public 
telegraph company. 

Distant customers are immediately no- 
tified by the commission house on the 
execution of any trade; this is done by 
wire or mail, or both, according to cir- 
cumstances. A full account of each day’s 
transactions is mailed to the trader the 
same evening. 

The Long Distance Telephone is a 
very satisfactory medium for communi- 
cating orders and information. Quota- 
tions and news can in this way be ob- 
tained from all branch offices of a 
Private Wire house with ease and cer- 
tainty of instantaneous execution. 


Trading Terms 


Whether your order is placed by wire 
or otherwise, it must be remembered that 
small Job Lots are more difficult to place 
at a given price than the Standard 
Order,¥ 5,000 bushels,°and its multiples. 
The job lot trade usually has to pay a 
difference of from % to % cent from pit 
prices for the accommodation. This is 
beyond control of your broker, who 
serves you to the best of his ability under 
all circumstances. 

You can make a contract to Sell wheat 
or stocks even if you have none on hand; 
this is called a Short Sale. The practice 
of Selling Short on exchanges has been 
much misunderstood ; it has been misin- 
terpreted as “selling what you don’t pos- 
sess,” but is as essential an item of the 
wheat business as is to the automobile 
business any contract which Mr. Ford 
may make to deliver 1,000 cars before 
they are built. Ford may not even have 
the raw material on hand, but he knows 


+ Also called “Full Lot.” 


(495) 











496 


THE MAGAZINE OF WALL STREET 





where to get it, has the capital and or- 
ganization, and therefore feels at liberty 
to make a profitable contract for a date 
far ahead. He is dealing in Futures: 
Similarly the wheat trade, knowing 
where and how to get the grain when- 
ever he may want it, sells for future 
delivery. He may buy-in this wheat con- 
tract at a favorable opportunity before it 
is due, without caring who raised or wil) 
raise the actual grain, just as a street- 
paving contractor often sublets to an- 
other firm a job which he took for Future 
completion without even intending to do 
it himself. The farmer may in the spring 
make a “Future” contract to sell the 


bull will Raise whatever he gets on his 
horns, while a bear Pulls things Down 

A trader’s alignment as Bull or Bear 
is his Market Position; to change from 
one position to the other is to Switch. It 
is essential that the trader learn how to 
deal on both sides of the market, because 
downward price movements are in the 
aggregate as large as upward move- 
ments; to restrict oneself to.either would 
be to lost half one’s market. 

The Short side requires the more care 
ful attention, because the time within 
which the Short must make good his con- 
tract is limited. When you are Long of 
wheat within the proper limits of your 








A GRAIN COMPANY’S WAREHOUSE RECEIPT 


Such a Receipt Is the Foundation of Every Trade Made on the Chicago and Other 
Grain Exchanges 








grain which he won’t harvest till autumn ; 
you can contract to receive that future 
harvest at such price as the farmer or 
his representative will accept. 

When you Buy wheat or stocks you 
are Long of the market and hope for a 
Rise of prices so that you may sell at a 
profit; you are then a Bull. If you Sell 
without a previous purchase you are 
Short and you naturally hope that prices 
will drop to a lower level so that you 
may buy-in your contract for less than 
your selling price and pocket the differ- 
ence, then you are a Bear. 

It is easy to remember the alignment 
of Bull and Bear if you recollect that a 


capital, you can hold on indefinitely til! 
prices meet your needs. The Short, on 
the contrary, is exposed to a possible 
Squeeze or Drive—a manipulative effort 
of the Bulls to force prices up to a point 
higher than Shorts can margin their ac- 
counts. The Shorts are then compelled 
to buy-in their contracts at top prices. 
Safety lies in the use of Stop Loss or- 
ders. It is never advisable for an ordi- 
nary trader to sell the Current Deliver) 
Short, because it is not practicable to esti- 
mate stocks of grain on hand accurately 
and you may happen to get much bad 
company—that is, other traders who, 
without fully knowing the situation, sell 
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short. In that case, the amount of 
available grain may be less than the 
amount sold short and the price would 
inevitably mount. - Or, though supplies 
be equal to sales, the ascertainable 
surplus is small, then the market can still 
be called Oversold, because traders who 
deal in large quantities, becoming aware 
of the numerous short sales, will buy up 
all of the small surplus and bid for more 
till the price mounts beyond the level to 
which the shorts can margin their previ- 
ous sales. The short in this case also has 
no choice but to buy at the top figure. 

An Overbought market is one in 
which traders have made purchases in 
greater volume and at higher prices than 
the situation warrants. A return to nor- 
mal levels is then only a question of time 
unless some new development such as 
drought, frost or war appears, changing 
former fundamentals. 


will try to undersell one another, and 
the price drops. The tendency of 
good weather or big receipts or any 
news favorable to the fields and bins, 
is Bearish. When pests or frosts 
strike the wheat districts and the crop 
threatens to be damaged, or to fail, 
the probable result will be that the 
amount of grain harvested will not 
be sufficient to meet the demands of 
buyers. The latter would then com- 
pete for the remaining wheat at ris- 
ing prices. Therefore, crop damage, 
or such news as lack of transporta- 
tion or unexpected large demand, acts 
as Bull news. 


Orders 


A Limit Order is one to trade at a 
fixed price, at or before a fixed date, 
as— 


“Buy 5,000 bu. July wheat at $1.21; 





BLANK & CO. 


Time_11.08 PRIVATE WIRES December 9, 19] 5 











Minneapolis. 


tors. 





Farmers are only selling freely on bulges. 
Decided falling off in hedging by country eleva_ 
Country stocks are large. 
ceipts will run about same as present. 


Terminal re- 








Specimen of a Telegram coming from the Grain Belt via private telegraphic system of a “Wire 
House,” and duplicated in every branch office of the system for the benefit of customers. 


An essential difference between the 
wheat market and the stock market 
is that good news about a stock com- 
pany is Bullish; big earnings tend 
to make a company’s securities rise 
in price, while news of losses or of 
calamity have a Bear effect on the 
stock or bond and tend to drive 
its price down. In grain, on the con- 
trary, a good, big crop means that 
there may be more wheat offered than 
buyers want, in which case farmers 


good today only,” or good till a given 
date. 

When no price is mentioned-and you 
say, “Buy 5,000 bu. July wheat,” the 
order is considered as placed for im- 
mediate execution At the Market, and 
is filled at the best figure immediately 
obtainable in the pit. 

You may instruct your broker to 
buy at a price below the current quo- 
tation, or to sell at a figure above this 
quotation. (To be continued.) 











Wheat a Weather Market 





By P. S. KRECKER 





EW crop news and statistics hold the 
center of the stage in the wheat 
market at the moment. Winter 

wheat is entering the last lap of its 
journey. The crop will soon be made 
and the yield finally known. Spring 
wheat, on the other hand, is still in its 
infancy, and has its worst vicissitudes yet 
to experience. With the known reduc- 
tion in the growth of winter wheat, these 
vicissitudes will be followed with pe- 
culiar interest this summer. They will 
have a vital bearing on the American 
harvest and the world’s supply. Prices 
will hinge upon them to a degree possibly 
not yet thoroughly appreciated. 

There is no hard and fast rule estab- 
lishing a fixed ratio between July con- 
dition of winter wheat and the yield per 
acre. As a general thing the yield is 
higher in proportion to the cendition, but 
the variations are frequent and at times 
are wide. The following table illustrates 
the point. It gives July condition of 
winter wheat for a series of years, the 
yield per acre for those respective years 
and the equivalent of 100 bushels com- 
pared with July condition as compiled 
from government reports : 


July Bus. Yield 100-Par of 
Condition Per Acre Yield 


16.2 19.19 
19.0 21.09 
16.5 21.91 
15.1 20.60 
148 19.23 
15.9 19.48 
15.8 18.26 
14.4 17.36 
14.6 18.16 
16.7 19.20 


It is observable from the foregoing 
tabulation that there is a wide. variable 
between promise and performance. Thus 
last year July condition was 84.4, and 
final yield 16.2 bushels, whereas two 
years previous, in 1913, with a July con- 
dition of 81.6, or 2.8 points lower the 
final yield was actually larger with 16.5 
bushels per acre. Similar discrepancies 
are found in other years, showing con- 
clusively that wheat is an inconsistent 
performer or else that human calculations 
of condition are variable. In either case 


Year 


the July condition of winter wheat, al- 
though calculated on the very eve of har- 
vest, does not prove more than an ap- 
proximate index of the final yield. 
One of the striking facts shown by the 
foregoing table is the high average con- 
dition wheat shows in July year after 
year. In fact the 10-year average of the 
years cited is 81.8 per cent. Comparison 
proves that year in and year out winter 
wheat comes to maturity in pretty nearly 
uniform condition. The same cannot be 
said of Spring wheat which shows wide 
extremes of performance and lacks con- 
sistency in final yield. This is brought 
out clearly by the following table, which 
also is based on condition just prior 
to harvest time, namely that compiled in 
September :— 
September Bus. Yield 
Condition Per Acre 
18.3 
118 


100 
19.35 
17.30 

13.0 17.23 

172 18.92 

94 16.52 

11.0 17.35 

15.8 18.98 

13.2 18.09 

13.2 17.76 

13.7 16.78 
The first fact that strikes the eye in 
the foregoing table is the extremes of 
condition presented by the several years. 
This is most notably shown in the wide 
difference between September condition 
in 1911 and that of 1912. In the former 
case the average was only 56.7 per. cent, 
while the following year it was 90.8 per 
cent, a jump of 44.1 points. Extremes 
were exemplified also last year compared 
with the previous year. Last year Sep- 
tember condition 94.6 per cent, while the 
year before it was only 68.0 per cent, a 
difference of 26.6 points. These figures 
prove Spring wheat is much more vari- 
able in its performance than winter 
wheat, whose final condition figures dis- 
close no such wide difference. The 10- 
year average of September condition of 

Spring wheat is 78.7. Comparison with 
individual years shows that departures 
from this mean have been very wide in 
the last 10 years. At the moment the 
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facts presented have purely academic in- 
terest, as it is July condition and not 
September condition of Spring wheat that 
has just been published by the govern- 
ment, but it will be well to bear them in 
mind in relation with the Spring wheat 
reports yet to come. 

As the weather is the determining fac- 
tor in establishing condition (which also 
is dependent upon care in cultivation, use 
of fertilizer and the industry and fore- 
thought of the farmer) there is no mys- 
tery in the variableness of Spring 
wheat condition from year to year and 
month to. month. It matures in summer, 
and therefore is subject to violent 
changes of temperature and exceedingly 
hot weather and occasional drouth, in 
contrast with winter wheat which ma- 
tures during a period of less extreme 
changes in weather. Comparison of July 
condition of Spring wheat with Septem- 
ber shows that there is no fixed rule of 
performance. Sometimes condition im- 
proves, while other years there is de- 
terioration and occasional extreme 


deterioration. Last year July condition 
of Spring wheat was estimated at 93.3, 
while September condition was 94.6 per 
cent, a clear gain of 1.3 points. On the 
other hand in 1914, which was a sea- 
son of climatic extremes, deterioration 
of 24.1 points occurred. In contrast with 
this erratic record was that of Spring 
wheat in 1913, when it performed with 
fair consistency. There was, it is true, 
a violent deterioration in June, condi- 
tion dropping from 93.5 to 73.8 per cent 
in July, a perpendicular decline of nearly 
20 points. But after that the crop pro- 
gressed with uniformity. Its August con- 
dition was 74.1, and September showed 
a slight further improvement, with a 
percentage average of 75.3 points. Thus, 
after the initial slump, which was typical 
of Spring wheat, the plaint maintained a 
remarkably even average until harvest 
time. 

The writer hopes in the next issue of 
this magazine to make a tentative esti- 
mate of the world’s crops for the new 
year. 








Summer Dullness in Cotton 





By C. T. REVERE 





OTTON appears to have drifted 
into the summer doldrums, and 
while extreme bulls are predict- 

ing 18 and even 20c. for cotton and 
bears are prophesying a break of 2 to 
3c. per Ib., actual operations show that 
small profits are being accepted on 
either side of the market. Old crop 
statistics have been threshed over so 
often that the straw has been reduced 
to chaff in the vain search for the few 
remaining grains of wheat. The sta- 
tistical position is still somewhat bear- 
ish, although it depends upon the 
point of view for next season’s con- 
sumption. 

Old crop supplies have been greatly 
reduced, but there still remains a fairly 
large unmarketed surplus in the South. 
The actual figures might be bearish in 
ordinary times, but they are hardly so 
in view of the ability of the South to 


hold on to the remnant, fortified as it is 
by an abundance of money and hope of 
higher prices. 

Spinners in this country hold record 
stocks of cotton amounting to approx- 
imately 1,975,000 bales, while the 
amount in public storage and at com- 
presses, is about 2,150,000 bales, com- 
pared with 2,440,000 bales at this time 
last year. 

Exports have furnished a great sur- 
prise in the last few weeks. Clear- 
ances during June broke all records for 
the month, and are in excess of 500,- 
000 bales. The total for the season 
thus far is about 5,500,000 bales, and 
it would not be surprising if the figures 
for the full season ending with July 
should show close to 6,000,000 bales. 
Even with this big jump in exports, 
Europe’s stocks show a heavy shrink- 
age from last year. 
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For instance, Liverpool’s stock of 
American cotton, including the amount 
afloat, is 686,000 bales against 1,530,- 
000 bales last year. There have been 
heavy reductions in the stocks of the 
Scandinavian countries which were 
importing so heavily a year ago, and 
Italy’s stocks have fallen off several 
hundred thousand bales. Germany’s 
supply is reduced to negligible propor- 
tions. Manufacturers throughout the 
German empire have a little cotton 
which they are manufacturing entirely 
for the government. The scarcity of 
cotton throughout the empire is indi- 
cated by the fact that a maximum price 
limit of $1 per Ib. has been placed on 
cotton. 

On account of the difficulty of ob- 
taining the stocks held by Er.copean 
manufacturers, it is impossible to gain 
an accurate idea of the arhount of cot- 
ton carried over in the invisible supply. 
It is generally estimated, however, 
that on account of the high prices, the 
surplus has been considerably reduced. 
At this time the trade is not figuring 
in its calculations on the possibility of 
an early ending of the war, although 
there is no doubt that an underlying 
bullish feeling exists in the hope hos- 
tilities may cease before the marketing 
of another crop. Even if the war 
should continue another year, how- 
ever, it is believed that on account of 
the reduction of old reserves, the world 
will need a crop of approximately 
14,000,000 bales. 

Spinners may be willing to pay high 
prices if the demand for goods con- 
tinues at the present high prices. Many 
times heretofore the trade and the spec- 
ulative public have been enthusiastic 
over the prospects of higher prices, 
simply because the crop was short, but 
the poor state of trade and the inabil- 
ity of manufacturers to pay prevailing 
prices and sell their goods at a profit 
prevented the fulfillment of bullish 
forecasts. On the basis of present 
prices for goods, however, spinners 
could pay I5c. and even more, and 
make handsome profits. Consequently 
from a manufacturing standpoint, it 
cannot be said that prices are dear, al- 





though considering the stage of the 
season and the level at which cotton 
is selling, prices may be considered 
relatively high. 

The report of the Department of 

Agriculture, issued on the first of 
July, was given a very bearish con- 
struction by the trade. In the first 
place there were indications that the 
Government was inclined to make a 
reasonable estimate on the acreage 
which it nearly always has underes- 
timated. It placed the acreage at 35,- 
994,000 against 32,107,000 acres last 
year, or an increase of 12.1 per cent. 
In addition to this, it showed a sharp 
improvement in the condition of the 
crop which it placed at 81.1 against 
77.5: The immediate effect of these 
figures was a shap break in prices, 
followed by general liquidation. 
_ Several of the private authorities, 
including the Journal of Commerce, 
and Miss K. M. Giles, had reported a 
cline in conditions, while one or two 
other private authorities report a 
moderate increase. No one, however, 
was prepared for such a big gain in 
conditions, or such a large acreage. 

According to the Department of Ag- 
riculture, the condition of the crop 
and the acreage as reported point to 
a production of 14,266,000 bales, ex- 
clusive of linters, which could easily 
be figured at 1,000,000 bales, especially 
in view of the fact that the amount 
of linters obtained from last season’s 
crop of 11,000,000 bales was approxi- 
mately 900,000. This would make a 
total of about 15,250,000 bales, which 
would be “enough to go around.” 

Operators who have -been talking 
so bullishly in expectation of peace 
should take into consideration certain 
terms that may be imposed on Ger- 
many by the Allies, in case the Cen- 
tral powers are defeated. One of the 
cotton firms writes that Germany is 
likely to be forced to re-equip the mills 
and factories of Belgium, France and 
Cologne before resuming her own 
manufacturing activity. 

Experience has shown that it is sel- 
dom wise to be too heavily committed 
to the short side during the summer. 


























Our Contributing Editors 








(Under the above caption we will publish from time to time communications from our ae. 


ers on market topics or o 
ideas is one of 


ther subjects of financial interest. We believe that the 
fundamentals of progress and are, therefore always glad to hear from our 


subscribers on matters which interest them. Make your contributions short and pithy -and write 


only on one side of each sheet of 

writers’ expressed authorization.— 

Editor, THE MAGAZINE OF WALL 
STREET. 


Dear Sir: 

Might I suggest you print in your next 
Be, following by ‘Theodore Burton 
about signs preceding crises? 

Mr. Burton gives seven indications, as 
follows: 

Preceding Indications.—This preced- 
ing period is characterized by well de- 
fined indications, some of which develop 
contemporaneously, but which, so f ar as 
they are distinct in time, occur in ap- 
proximately the following order: 

(1) An increase of prices, first of spe- 
cial commodities, then in a lesser degree 
of commodities, generally, and later of 
real estate, both improved and unim- 
proved. 

(2) Increased activity of established 
enterprises, and the formation of many 
new ones, especially those which pro- 
vide for increased production or im- 
proved methods, wt as factories and 
furnaces, railways and ships, all requir- 
ing the change of circulating to fixed 
capital. 

(3) An active demand for loans at 
slightly higher rates of interest. 

(4) The general employment of labor 
at increasing or well sustained wages. — 

(5) Increasing extravagance in pri- 
vate and public expenditure. 

(6) The development of a mania for 
speculation, attended by dishonest meth- 
ods in business and the gullibility of 
many investors. 

(7) Lastly, a great expansion of dis- 
counts and loans, and a resulting rise in 
the rate of interest; also a material in- 
crease in wages, attended by frequent 
strikes and by difficulty in obtaining a 
sufficient number of laborers to meet the 
demand. 

If your subscribers read the above 
often enough, they may show enough 
intelligence to know whether in a gen- 
eral way it is time to buy or sell stocks 
I mix around the market a little 


itor.) 


now. 


(501) 


per used. Names or initials will be used only with the 


for amusement, and what has struck me 
the most in casual conversation with 
traders who sit around brokers’ offices, 
is their remarkable ignorance. If you 
could get your readers, who presumably 
are interested in the market, to use as 
much intelligence in buying or selling 
a stock as they do when they buy a two 
or three-dollar shirt, they wouldn’t go 
broke and damn Wall Street. 


Guys I’ve Met 


GUY who gave me merry “Ha-Ha” 
when I bought C. & O. at 39 after 2% 
dividend came off. He said, “sell it 
short every time it touches 40.” I told 
him I was buying it because the divi- 
dend had come off, and in anticipation 
of time the 5% dividend would be put 
on again—that the drop from 90 to 40 
had discounted taking off dividend. He 
is not trading any more. The Guys still 
sitting around tell me, “They cleaned 
him out.” 

I remember he also sold So. Ry. pfd. 
short when I bought at 44% for same 
reasons as above. 

GUY who said I was crazy to buy 
Beth. Steel at 69—89—111—125—13]1, 
etc. He sold it short. I asked him why. 
“Because,” he said, “it’s had a big rise, 
never paid a dividend, etc.” I said, 
“Have you seen the plant—do you 
know what they have at Bethlehem?” 
No, ‘he didn’t. But still he was risking 
his money. Well—he isn’t around the 
office any more. A fellow met him on 
the street the other day. He looked 
kind of shabby, but hopes to come back. 
It would have cost him $3.85 to go to 
Bethlehem and back to see just what he 
was selling. 

GUY who bought 100 shares Tenn. 
Copper. The day I talked to him he 
said it was 15 points against him. I said 
“I suppose you know all about it—else, 
of course, you wouldn't carry it?” “No,” 
he said, he didn’t, but that it paid a divi- 
dend, and if it went down further he 
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would buy some more. He actually did 
not know it was a $25 par stock. | still 
see him sitting around, but have not 
spoken to him lately. 

GUY who had all kinds of charts and 
tried to catch the 1 and 2 point swings— 
all the time running up to the window 
with his odd lot orders. He got big 
long statements at end of month, never 
took more than a 3 point loss, sat by the 
ticker from 10 to 3. He isn’t there any 
more. When his capital was half gone 


I tried to convince him that RIGHT in _ 


a 1 point move his profit was $4.60, 
WRONG on 1 point his loss $15.40, or 
odds 3 to 1 against him. ‘I'wo points 
adds about 2 to 1 and so on. 

I work for a living and only buy or 
sell stocks for diversion and pocket 
money; but I am amazed and dumb- 
founded by the ignorance manifested by 
guys who I meet sitting in the chairs 
when I occasionally go into one of the 
offices and get into conversation with 


them. 
One of Your Old Subscribers. 





Editor, THE MAGAZINE OF WALL 

STREET. 

Sir: There are varied maxims of 
Wall Street with which the writer is 
unable to agree, and therefore seeks the 
light. 

To begin, buyers and sellers, at 
various prices, expect only a compara- 
tively defined profit or loss. Some, 
trading close, expect relatively small 
losses, with corresponding profits, and 
trade frequently. Some, trading fur- 
ther away (mileage and prices included) 
expect relatively larger losses, with cor- 
responding profits, and trade less fre- 
quently. Some trade for profits only 
and are annihilated. 

“Cut losses short and let profits 
run,” “Never buy on bulges or sell on 
slumps,” and so on ad. fin. This seems 
impracticable of application. 

hen a trade is made, naturally, the 
person expects a profit; if, however, a 
loss is to be the result, sense tells him 
to make the loss small as possible. “Let 
profits run” looks nice in print, but 
there is some more or less definite price 
where the profit must be secured, as it 
cannot run indefinitely. 





Bulges and slumps (advances and re- 
cessions) constitute the market move- 
ments, and if the advice against buying 
and selling were followed literally, it 
would finally bring the movement to a 
standstill, as there would be no bulge 
or slump and therefore no trading. 

Some of the maxims are comparable 
with a course in Efficiency that I thought 
I needed, and was bilked to the tune of 
$30 to find that the human element was 
practically “passe.” 

It is the desire of speculators to antici- 
pate future prices, and because a stock 
has advanced or receded a few points, 
or many points, is not, at all times, a 
reason for changing position or closing 
out. 

It is the human element, buying and 
selling, that makes and anticipates 
prices, as it is so well illustrated in your 
literature, and it seems to me that each 
speculator or investor must formulate 
his individual ideas and plans for his 
individual application, and that the 
plans and ideas should be somewhat 
elastic, as mechanical procedure will 
not avail in market anticipations. 

—— 

Answer:—We agree with you that the 
human element is a very important one 
in trading in stocks. The article in the 
April lst issue of “The Magazine of 
Wall Street,” by “B,” on Nerve, illus- 
trates the importance of the human 
element very forcibly. 

Of course, some of the Wall Street 
expressions must be taken with a grain 
of salt. “Cut losses short and let profits 
run” we regard as a fairly good one. 
However, too many people are inclined — 
to cut their profits short and let their 
losses run. Unless purchasing for purely 
investment purposes, it decidedly pays 
in the long run not to let your commit- 
ments run into a larger loss. One way 
you can let your profits run, is to put in 
a stop loss order three points away and 
as the stock advances follow it up with 
the stop loss order. This method pro- 
tects your profits, but, of course, there 
is always the chance that it will dip just 
far enough to catch your stop loss. 
However, in many cases it works very 


well. 
re eS 4 














































PRIZE CONTEST FOR OUR SUBSCRIBERS 


Has THE MAGAZINE OF WALL STREET 
Helped You To Make Money? 








Our offer in the last issue of a PRIZE of $25 for the best letter from a 
subscriber telling how THE MAGAZINE OF WALL STREET has helped him 
to make money, has already resulted in numerous and interesting replies. 

DON’T WAIT FOR SOMEONE ELSE TO WIN THE PRIZE BUT GET 
BUSY YOURSELF AND BRING DOWN THE TWENTY-FIVE DOLLARS. 


TERMS OF THE CONTEST 


The only qualification required is that the writer of a letter be a subscriber 
to THE MAGAZINE OF WALL STREET. 

The time of competition extends to August 15 next. Letter received up to 
6 P. M. on that date will receive consideration. 

In determining which is the best letter, the Contest Editor will base his de- 
cision on 


(1) Excellence of the idea obtained from the pages of THE MAGAZINE OF WALL 
STREET. 


(2) Originality and ingenuity displayed in converting the suggestion into profits. 
(3) General style and literary excellence of the contribution. 


Letters should be between 500 and 1,000 words in length and should be 
specific, that is, they should not deal in generalities but should tell exactly 
what the writer did in making his idea pay. 


Don’t attempt “fine writing,” i. e., high-flown or involved English, but ex- 
press yourself as directly and forcefully as you can. 


The second best letter will be rewarded by a two years’ subscription te THE 


MAGAZINE OF WALL STREET and the third best by a one year’s subscription. 


Meritorious letters will be published from time to time, but the identity of 
the writers will be carefully guarded in all cases, if the writers so direct. 


In addition to winning the prizes, the successful contestants will have the 
satisfaction of conferring an obligation upon their fellow readers by pointing out 
how the columns of this publication have been of material benefit to those of 
quick perceptions and the courage to act. Communications should be addressed to 


CONTEST EDITOR 


THE MAGAZINE OF WALL STREET 


42 Broadway, New York City 
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Wall Street Jottings 





Tax Exempt Bonds 


A new pamphlet, comprising a list of bonds 
which may be made exempt from tax in New 
York State, and excerpts from the present se- 
cured debts tax law, has been prepared by 
Messrs. Knauth, Nachod & Kuhne, Equitable 
Bldg., New York City. In requesting this 
booklet, please mention THE MAGAZINE OF 
WAL STREET. 


Standard Gas and Electric 


William P. Bonbright & Co., 14 Wall 
street, New York, are calling attention to 
the fact that an unusual income consistent 
with a high degree of safety and ready mar- 
ket ability, is offered in the gold notes of 
the Standard Gas & Electric Company. 
Complete details are furnished in their cir- 
cular number W-27, which will be sent on 
request. 


Investment Bonds 


The July investment circular of Liggett, 
Hichborn & Co., 61 Broadway, New York, 
contains some sixteen different public serv- 
ice bonds yielding from 4.80% to 6%. It is 
pointed out in this circular that during 
periods of depression public service com- 
panies have maintained the steadiest earn- 
ings, while in times of prosperity these com- 
panies have been able to maintain their in- 
creases in earnings. All of the bonds listed 
are well seasoned, and are recommended to 
investors. Copies will be sent upon request 
for circular MW-78. 


St. Paul 


Hartshorne & Picabia, members of the 
New York Stock Exchange, have issued a cir- 
cular analyzing the investment and speculative 
position of the Minneapolis, St. Paul & Sault 
Ste. Marie Railway, a subsidiary of the Cana- 
dian Pacific. 


Dividend Calendar 


Baruch Brothers, 60 Broadway, New York 
City, have prepared a calendar of approximate 
dividend dates of étocks listed on the New 
York Stock Exchange. Copies of this valu- 
able aid to investors will be sent to readers of 
THE MAGAZINE OF WALL STREET, upon request 
for Circular MW. 


Yield of Government Bonds 


Messrs. A. B. Leach & Co., 62 Cedar 
street, New York, have issued a circular for 
investors which will answer many of the 
questions which come up with regard to 
bonds of some of the most important na- 
tions, the yield of which is considerably 
in excess of that obtainable during ordinary 
times. Their circular LE-184 will be mailed 
upon request. 


Motor Securities. 


Motor Securities is the title of a compact 
and interesting leaflet issued by Geo. H. 
Burr & Co., 120 Broadway. It takes up the 
essential financial factors of nine of the 
leading motor securities and compares them 
with those of four leading industrials and 
so tabulates the figures that the reader can 
comprehend them at a glance. The leaflet 
will be mailed to subscribers mentioning 
this publication when writing. 


Southern Pacific and Mexico. 


In their weekly circular’ Paine, Webber & 
Co., 25 Broad Street, go into the matter of 
Southern Pacific’s interests in Mexico and 
point out what the result will be if we go 
to war with Mexico and how it will even- 
tually affect Southern Pacific’s securities. 
Comparison of Southern Pacific’s prices and 
earnings per share for the last eight years 
are made with Atchison and the present 
position of Southern Pacific’s stock and its 
prospects are considered. This study of 
values should interest every holder of rails. 
Mention this publication when writing. 


Carroll Felter & Co. 


Carroll Felter & Company, securities service 
specialists, 74 Broadway, New York, have an- 
nounced the opening of their Baltimore office, 
second floor of the Munsey Building. 

Mr. Roy T. Maischoos will be in charge. 


Michaelis & Co. 


The firm of Ebert, Michaelis & Co. has 
been dissolved and Horace P. Michaelis has 
entered into partnership with Adrian G. Han- 
auer to transact a general brokerage business 
. S Broadway, under the name of Michaelis 
< Co. 








Financial World and Louis Guenther To Be Sued for Libel 


As a result of articles appearing in the Financial World, Richard D. Wyckoff has instructed 
his attorney to bring suit against the Financial World and Louis Guenther, Editor, for $100,000 


damages. 


The Emerson Phonograph Co., Inc., has also instructed its attorneys to bring suit against 


the above parties for a like amount. 


The Ticker Publishing Co. Publishers of The Magazine of Wall Street, has also instructed its 


attorney to bring suit for $50,000 damages. 
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